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In addition to 
coals currently 
produced and sold 


SOUTHERN 


is now the marketing organization fi 


PEABODY COAL COMPANI 


supplying through one dependable source the combined 
tonnage of diversified, high quality INDUSTRIAL, 
COMMERCIAL and DOMESTIC COALS mined by and 
these widely known producers. 


27 completely mechanized mines—25 million tons annual @ 
production from leading seams and districts in EASTER 
and WESTERN KENTUCKY, OHIO, INDIANA, ILLINOIS 
IOWA, OKLAHOMA, ALABAMA and MISSOURI. 


Low cost recovery, precision preparation, tremendous 
reserves and fast, economical transportation offer 
you unparalleled values in uniform quality, accurate 
application and dependable supplies. 





Shipment over 12 major railroads; by barge through inlan 
riverways via Yankeetown Dock on the Ohio River, and t¢ 
all ports on the Great Lakes through Rail-to-Water Trans 
Facility at Chicago and the Duluth and Superior Docks. 
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The year 1956 is a presidential election year, which inevitably 
colors all legislative developments affecting utilities in Con- 
gress. 


The FPC Gas Producer Exemption Is in the 
Consumer’s Interest Hon. J. W. Fulbright 


Taking the long view, this author is sure that the true in- 
terests of the ultimate gas consumer will be served by the 
enactment of pending legislation to exempt producers from 
FPC regulation. 


Human Relations in the Utility 
Business ... elena R. G. Rincliffe 


Here is a timely message on the experience and techniques 
of the Philadelphia Electric Company in promoting human 
relations, so much more necessary for a utility than for other 
lines of business. 
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KANAWHA RIVER ons MUSKINGUM RIVER 9374 
Appalachian Electric Power Co. Ohio Power Co. 
on the American Gas and Electric System on the American Gas and Electric System 


Two B&W Pressure-Fired Radiant Reheat Boilers with Two B&W Pressure-Fired Open-Pass Reheat Boilers 
Gas Recirculation and Divided Furnace Construction. with Gas Recirculation. 





EASTLAKE 9386 
The Cleveland Electric Iluminating Co. 











ST. CLAIR 
Detroit Edison Co. 


Four B&W Radiant Reheat Boilers with Gas Recirculation 


and Divided Furnace Construction. 
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v4 PHILIP SPORN 9417 
Appalachian Electric Power Co. and Ohio Power Co. 
on the American Gas and Electric System 


Four B&W Pressure-Fired Radiant Reheat Boilers with 
Gas Recirculation and Divided Furnace Construction. 





$ KEARNY B 9556 


Public Service Electric & Gas Co. 
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TANNERS CREEK 9251 
Indiana and Michigan Electric Co. BARRY 
on the American Gas and Electric System Alabama Power Co. 


Three B&W Pressure-Fired Radiant Reheat Boilers with 
Gas Recirculation and Divided Furnace Construction. 














SHAWVILLE JUSTIN R. WHITING 
Pennsylvania Electric Co. Consumers Power Co. 


Two B&W Radiant Reheat Boilers with Gas Recirculation Three B&W Radiant Reheat Boilers. 
and Divided Furnace Construction. 























BES ANNUAL 


llecvur LeeZ\ yr LeS 
reflect INCREASING EFFICIENCY 
in power generation 








Annual plant net heat rates of the ten most efficient central stations in the 
United States in 1954 — as reported by the Federal Power Commission — are 
led by Kanawha’s record 9113 Btu per net kwhr. They are strong vindication 
of the foresighted utilization of major engineering advances which are taking 
this nation so far and so fast along the road of power generation progress. 
And the development of these advances has been possible only through the 
efforts of the electric companies and their primary suppliers working coop- 
eratively to provide more electricity -more efficiently. 

In most of these leading stations, B&W Boilers designed with the most 
advanced features are contributing substantially toward achieving the remark- 
able plant efficiency levels reported. For example, at Kanawha the B&W 
vertically-fired Radiant Boiler units utilize: 


PRESSURE-FIRING 
To eliminate air infiltration, reduce stack loss and assure greater 


efficiency. 
CYCLONE STEAM SEPARATORS 


To assure positive natural circulation at high pressures with lowest 
auxiliary power cost, and send steam of highest purity to the turbines. 


DIVIDED FURNACE CONSTRUCTION 
To hold building volume to the minimum while achieving required 
furnace cooling surface. 





Just behind the ten leaders are more plants — many with B&W Units — pro- 
ducing abundant, economical power in all parts of the country. 

Welcoming its responsibilities as a major supplier, B&W continues to apply 
the knowledge derived from almost a century of boiler engineering, design and 
fabrication experience. And to help foresee the needs of the future, the practical 
results of an extensive B&W program of research and development are con- 
tinuously being enlisted in the efforts to achieve still higher levels of steam- 
electric generating efficiency. 


DIVISION 





A we turn our faces towards another 
New Year, the question of public 
utilities and the forthcoming presidential 
campaign is one which cannot be ignored. 
There is hardly anybody in the public util- 
ity business, nor even among those whose 
business it is to regulate public utilities, 
who regards the so-called “utility issue” 
as an unalloyed blessing. It is more gen- 
erally regarded as a regrettable thing. In 
other words, it would be better if any prob- 
lems or questions in connection with the 
operation of public utilities and their regu- 
lation could be approached without regard 
to partisan politics. 


PUBLIC utility service is a modern-day 
necessity. The effectiveness of public util- 
ity regulation is an important factor in the 
lives of all of us without regard to party 
politics. And yet it happens that the gen- 
eral policies of one party as they have 
evolved, with respect to public utility op- 
erations, have come into such collision with 
the policies of the opposite party that pub- 
lic utility companies may find themselves 
caught in the middle like a bone between 
two quarreling dogs. 


THE danger in all this is that the out- 
look, and even the very security, of our 
public utilities—as part of our private en- 
terprise system—might thus become en- 


FRANCIS X. WELCH 


J. W. FULBRIGHT 


tangled with the accidental result of an 
otherwise purely political over-all verdict 
at the polls. Defeat for one party and vic- 
tory for the other could thus supplant the 
more realistic determination of questions 
concerning public utility operation and 
regulation on the economic merits. 


- is surprising in a way that public utili- 
ties could ever become a perennial po- 
litical question. Offhand one would think 
such discussion too technical and compli- 
cated to pay off in votes. The late Al Smith 
once said, during the campaign for the 
governorship in New York in the twen- 
ties, that there were “no votes in kilo- 
watts.”” His common sense reasoning was 
that most people, at that time at least, did 
not know what a kilowatt was and, there- 
fore, a practical politician would be wast- 
ing his time talking about kilowatts. 


In subsequent years, however—under 
the strong centrifugal force of centralized 
federal government during the New Deal 
and Fair Deal, utilities found themselves 
in collision with some aspects of broad na- 
tional resources policies. They collided at 
the local level of federal projects as well 
as federal lending and spending programs. 
So, there grew up a gradual impression 
among some party strategists that there 
were votes to be had in making a whipping 
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‘Dime is the measure of all things. 
Few of man’s inventions can stand its 


merciless judgment. Yet Kerite for 

102 years has thrived and spread 

and gained renown. Time, indeed, gives 
Kerite its unqualified recommendation. 


The Value And Service Life Of A Product Can Be No Greater 
Titan The Integrity And Craftsmanship Of Its Maker. 





PAGES WITH THE EDITORS (Continued) 


boy out of the public utilities. Whether 
this was sound or not, those espousing such 
strategy were successful enough at the 
polls to nourish the impression that utility 
baiting was good politics. It did not pay 
off in 1952. But the old conviction dies 
hard. And those who have this conviction 
seem likely to be very much in the fore- 
front of the political campaign which lies 
ahead of us in 1956. 


x * * x 


a of the timeliness of the sub- 
ject and the distinct possibility that 
the Senate might act early in the new ses- 
sion on the MHouse-approved Harris- 
Fulbright Bill, we have made a change in 
the presentation of articles in this issue, as 
compared with the forecast (“Coming in 
the Next Issue’) carried in the preceding 
issue. The article entitled “Why Colleges 
Ask Business for Money,” by James H. 
Collins, has been deferred until the next 
issue. 


IN its place we have been fortunate in 
securing the very thoughtful analysis of 
the Harris-Fulbright Bill from the con- 
sumer’s point of view, as seen by the bill’s 
Senate sponsor, SENATOR J. W. FutL- 
BRIGHT (Democrat, Arkansas). This ar- 
ticle (which begins on page 13) will give 
the reader a somewhat different concep- 
tion of protecting the gas consumer’s in- 
terest than that previously published in the 
FORTNIGHTLY (issue of October 13, 1955) 
under the authorship of Senator Paul 
Douglas (Democrat, Illinois). It will, 


¥j d 
R. G. RINCLIFFE 


therefore, round out and maintain the bal- 
ance of our series of articles on this im- 
portant subject. 


SENATOR FULBRIGHT was born in Fay- 
etteville in his native state and was edu- 
cated at the University of Arkansas (BA) 
and Oxford University (BA, MA) where 
he was a Rhodes scholar. He studied law 
at George Washington University (LLB) 
and entered government service as an at- 
torney with the Department of Justice. Be- 
fore his election to the 78th Congress in 
1942, he had become president of the Uni- 
versity of Arkansas. He was elected to 
the Senate in 1944 and re-elected in 1950. 


kK * Ox 


FoL.Low1nc his annual custom of more 
than a decade our editor, FRANCIS X. 
WE cH, has undertaken to gaze into his 
crystal ball for the answers to ten ques- 
tions of interest to the public utility indus- 
tries. These questions have to do with the 
Washington outlook for utilities in the 
year 1956. During the past year, Mr. 
WELCH scored eight out of ten on his pre- 
dictions for the year 1955. That was some- 
what less than par compared with earlier 
years. Will he do better or worse in 1956? 


* * *K * 


G. RrncuiFFE, whose article “Human 

e Relations in the Utility Business” 
begins on page 13, has been president of 
the Philadelphia Electric Company since 
February 25, 1952. A native of Sandusky, 
Ohio, Mr. RINCLIFFE interrupted his 
studies at Yale University (subsequently 
graduated, BA) for World War I duty 
with the Navy. He later graduated as a 
chemical engineer (MS) from the Massa- 
chusetts Institute of Technology. He 
joined the Philadelphia Electric Company 
in 1923 as an engineering assistant, and 
progressed to the post of executive vice 
president in 1950 when he was also made 
a director. He has been very active in both 
gas and electric utility industry affairs in 
Pennsylvania and nation-wide. 


THE next number of this magazine 
will be out January 19th. 


A, Calittivn. 
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300% MORE SERVICE CALLS 
tn One Dag. 


WITH NO STRESS OR STRAIN 


KARDEX Customer Service System at work 
in a New England public utility boosts public 
relations and cuts costs daily. 300% more serv- 
ice calls have been handled in one day without 
stvess or strain on the system or the personnel 
who work with it. 
Kardex Visible service control is only one of 
he efficient public relations tools described in 


“Public Relations in Action.” Faced with ever- 
increasing systems demand and ever-increas- 
ing records load, you will do well to look into 
this interesting booklet. 12 fact-filled pages 
fully describe how public utilities can cut rec- 
ord-keeping costs . . . speed customer service 
. . . improve public relations. Send today for 
your free copy. 


—— 2 a a ee ee ee ee ee Ge ee ee ee ee ee ee ee ee ee ee ee ee ee ee 


Sferinuztore. Blzarsdl. sion OF SPERRY RAND CORPORATION 


Room 1197, 315 Fourth Avenue, New York 10, N. Y. 
Yes, I’d like to have free booklet X1498 
NAM 
TITL 
FIRM. 
ADDRESS. 
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Coming IN THE NEXT ISSUE 


(January 19, 19506, issue) 


* 


THE BASIC DANGER IN THE "A" POWER PROGRAM 


While it is perfectly true, as the old song would have it '‘all the world is waiting for 
the sunshine,'' the sun's energy bottled up in nuclear energy development also has 
its risks and pitfalls. It goes without saying that the peaceful use of atomic energy 
is an achievement devoutly to be wished at the earliest possible date. But at the same 
time there must be no undue or unnecessary subsidy which might otherwise occur if 
expenses are concealed and other disadvantages suppressed. In this moving plea for 
honesty as the best policy in going ahead with nuclear power development, Repre- 
sentative John P. Saylor (Republican, Pennsylvania) warns against expecting too much 
and too soon in the way of atomic power. It could be just as disastrous as too little 
and too late—if the American taxpayer has to pay the bill for a pig in a poke. 


UTILITY PUBLIC RELATIONS PRACTICES 


This article by Dan E. Karn, president of Consumers Power Company, is a valuable 
discussion of up-to-date public relations practices of a wide-awake utility organization. 
Public relations nowadays embraces a wide horizon. It includes the general public 
as distinguished from the consuming public. It must emphasize public service treat- 
ment of the farm and suburban consumers as well as the urban, domestic, and indus- 
trial consumers. It must utilize the good services of the employee and pay special 
attention to local and community contacts. Another segment of the public frequently 
overlooked in the active cultivation of public relations is the investing public. This 
author is the chief executive of a company with over 70,000 shareholders, of whom 
half live in the service area in the double réle of electric consumers as well as stock- 


holders. 


WHY COLLEGES ASK BUSINESS FOR MONEY 


Because of the pressing controversy over gas legislation in Congress, it was necessary 
to defer until the January 19th issue (despite advance announcement of publication 
in the January 5th issue) this excellent discussion of corporate contributions towards 
educational projects. Until fairly recently, business gifts to colleges have been reported 
as unusual. Actually, they are quite logical. Business takes most of the product of the 
colleges. It will need more and more of that product. The cost of college operation 
has skyrocketed just like everything else. But student affluence has not kept pace with 
the mass demand for more and more educated young people to meet the future needs 
of business. Endowments do not earn as they once did, and so colleges need money— 
moderate, regular money, spread over the whole business community. James H. Col- 
lins, California author of business articles, gives us a fresh look at this increasingly 


important subject. 


* 


Al sO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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... for hard, slow work. Yet there are methods in 
use today where work production is just as slow 
and consequently costs are high. For example, bill 
analyses produced by any manual means are going 
to cost up to 50% more than by the R & S “One- 
Step” method and it will take weeks instead of 
days to get the answers. 

The reason for this vast differential is the Bill 
Frequency Analyzer (exclusive with R & S) which 
can analyze 200,000 to 300,000 bills in a single day! , 
Let R & S prove to you that the “One-Step” method 
will save you money and get vitally needed infor- 
mation to you when you can act on it—profitably. 
Send us a sample of your billing sheet, a copy of 
rate schedules and an estimate of the number of 
customers billed on each rate and your frequency 
table requirements. We’ll give you an estimate of 
costs without charge. 







RS YOUR KEY TO BETTER FIGURES 





Caudle Cee 


“There never was in the world two opinions alike.” 


JaMEs F. LINCOLN 
Chairman of the board, 
Lincoln Electric Company 
of Cleveland. 


AVERELL HARRIMAN 
Governor of New York. 


WarrREN G. MAGNUSON 
U.S. Senator from 
Washington. 


Joun N. Harr 
Director of employee relations, 
B. F. Goodrich Company. 


RALPH J. CORDINER 
President, General Electric 
Company. 


“HotmMes ALEXANDER 
Columnist, Los Angeles Times. 


E. D. SHERWIN 
President, San Diego Gas 
& Electric Company. 


Dwicut D. EISENHOWER 
President of the 
United States. 


—MOoNTAIGNE 





“Man works for self-respect and the respect 
others.” 


¥ 


“It is more reckless to be overconservative in the rate 
of economic growth than to be overoptimistic.” 


© 


“To waver now (on federal development of Hell’s 
Canyon) will be fatal to low-cost public power which 
built our nation to a tower of strength in World War II.” 


¥ 


“We must put from our minds the idea that govern- 
ment, private business, unions, or anyone else can give 
us security. Security is something that must be earned 
and paid for.” 


¥ 


“Never before in history have we been so close to 
a startling breakthrough in three major areas—exten- 
sion of man power through use of automation, expan- 
sion of energy resources, and extension of the mind 
of man through the use of computers.” 


¥ 


“The times and the American people are both calling 
for a surcease in collectivism and in socialized welfare. 
A statesman in 1955 ought to be putting his mind to 
restoring (not to debilitating) the initiative of the 
American people; to reforming instead of expanding 
the present-day relief laws which are scandalously 


abused.” 
. 


“One subject usually discussed at gas industry meet- 
ings is electric competition. It gets bigger and greater 
every year, and yet who will deny the present prosperity 
of the gas industry? Perhaps both gas and electricity 
have developed further and faster because of this com- 
petition. In any event, it has spurred ingenuity and 
inventiveness.” 


m 


“There is no monopoly—and we seek no monopoly— 
in the harnessing of the atom for man’s benefit. Rather 
we seek to encourage participation in that task. In par- 
ticular, we want the maximum participation of Ameri- 
can industry. Our standard of living is a product of its 
tools and techniques. The magnitude of the return which 
can be realized by the application of those same tools and 
techniques to the new field of atomic energy is im- 
measurable.” 
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PHONE 


Do you have a good picture of what 


Bell System communications can do for you? 


Looked at your communications recently? You 
might be surprised at what has happened as your 
business has grown—the wrong type of equipment 
here, not enough of the right kind there. 


To make sure your communications are doing 
a good job for you, why not let the Bell System 
review them? The result can mean substantial sav- 
ings in time and money to you, faster and better 
service for your customers. 


Bell System recommendations are “custom-built” 
for your particular communication requirements. 
This is important since no two companies, even in 
the same industry, do business exactly alike. They 
differ in size, territory and methods of operation. 

e 

The Bell System will give you a clear picture of 
your communications and recommend services for 
your specific needs. There’s no cost or obligation— 
just call your Bell Telephone representative. 


BELL TELEPHONE SYSTEM 


TELETYPEWRITER MOBILE RADIO 


TELEMETERING AND REMOTE CONTROL CHANNELS 








This is the only 
“laboratory” in which 
a wood preservative 
can be proved... 





...and it takes a lot of years... mS ONS ye ee / 008 

there 1s no shortcut ‘ ! 1 7 
There’s no laboratory shortcut for test- ¢ 777 
ing the value of a wood preservative. The * q 5,400 
only sure test is how it stands up over a ~ H ‘we 
long period of time on the job. Countless e | | 
Amcreco poles, pressure treated with creo- 


sote, have been undergoing this field test 








for 10, 20, 30, even 40 years and more. ies oe * : q P,490 
Their record is—long years of service with rey 2 1,766. 
great strength throughout the life of the tae ’ Tr ve a — 
pole—high resistance to insects, fungi, 
borers and all natural enemies of wood. 
Also in the record, poles treated with creo- 4 / 
sote by experienced Amcreco methods are e as. ‘ 3\ | 4,305, 


clean, dry and easy to handle. 





Take the gamble out of pole purchasing 
fy 





by contacting your nearby Amcreco sales 


office on your next job. 23 plants and 12 





sales offices are strategically located to serve — __ 
C4 
your needs promptly, wherever you are. ees, orocnes 


a 7 
AMCRECO 
> 


bed. i te} jek gd ome [ele] oe) 


a2. 40 
6 is 9018 00, 
a= pees 8,400, 


AMERICAN CREOSOTING COMPANY - 


INCORPORATED 





Shreveport Cr ting C oye Georgia Forest Products Company 5,152,( 
Colonial Cr ting Company JON\)b }22 x Gulf States Creosoting Company 
Federal Creosoting Company lJ \ aN Georgia Creosoting Company 5,060,¢ 


Indiana Creosoting Company Kettle River Company 
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New Issues-1955 


& Co. INc. alone or with associates* 


Purchased and Offered by Halsey, Stuart 


int of 
ssue 


200,000 
10,000 
0,000 
1,000 
,500,000 
P.§00,000 
305,000 
,000,000 
),000,000 
,000,000 
»777,000 
5,400,000 


B,000,000 


#,500,000 
7,500,000 
#,000,000 
2,490,000 
4,766,000 
5,000,000 
8,000,000 
8,000,000 
»250,000 
4,950,000 
4,305,000 
B,879,000 
2,000,000 
,000,000 
900,000 
000,000 
4,090,000 
000,000 
»400,000 
060,000 
7,000 
4,500,000 
5,152,000 


5,060,000 


0,964,054 


Tax-Exempt 


ALLEGHENY COUNTY INST. DIST., PA. 
2%% Bonds, Due 1956-85 
BIRMINGHAM, ALA. 
Var. Rates Bonds, Due 1957-84 
BOSTON, MASS. Var. Rates Notes, Due 1955-56 
(3 issues) & Bonds, Due 1956-75 | 
CALIFORNIA, STATE OFt 
Var. Rates, Veterans’ Bonds, Due 1957-76 
CAMBRIDGE, MASS. 
1.90% Bonds, Due 1956-75 
CHICAGO BOARD OF EDUCATION, ILL. 
24%% Bonds, Due 1958-75 
CHICAGO, ILL.f 
1Y4.% & 2% Bonds, Due 1956-75 
CHICAGO REGIONAL PORT DISTRICT} 
4% Rev. Bonds, Ser. of 1955, Due 1995 
COOK COUNTY, ILL.t+ 
2%% Expressway Bonds, Due 1956-75 
DADE COUNTY, FLA.t 

34%% Port Authority Rev. Bonds. Due 1979 
DELAWARE, STATE OFt 
1.90% & 2.20% Bonds, Due 1956-75 (2 issues) 
DENVER, COLO., CITY AND COUNTY 
OF t 5% & 2% Bonds, Due 1963-72 
DUVAL COUNTY, FLA.{ 
Var. Rates Certificates, Due 1956-70 
FAIRFIELD, CONN. 
2.10% Bonds, Due 1956-75 
GEORGIA RURAL ROADS AUTHORITY t 
2%% & 2.70% Rev. Bonds, Due 1957-71 
HAWAII, TERRITORY OFt 
2’%.% Bonds, Due 1958-75 
HOLYOKE, MASS. 
2.20% Bonds, Due 1956-85 
HOUSTON, TEX.+ 
24%2% Bonds, Due 1956-80 
JOLIET SCHOOL DISTRICT No. 86, ILL. 
Var. Rates Bonds, Due 1956-74 
LOS ANGELES SCHOOL DISTRICTS, 
CAL. { 212% Bonds, Due 1956-80 (5 issues) 
LOUISVILLE, KY. 
2.40% & 212% Rev. Bonds, Due 1960-84 
METROPOLITAN WATER DISTRICT OF 
SO. CAL. 24% Bonds, Due 1956-80 
MIAMI, FLA.t 
Var. Rates Bonds, Due 1956-81 (2 issues) 
MIDDLESEX COUNTY SEWERAGE 
AUTH., N.J.{ Var. Rates Rev. Bonds, Due 1962-95 
MODESTO SCHOOL DISTRICTS, CAL.t 
Var. Rates Bonds, Due 1956-80 
NEW MEXICO, STATE OF 
2% & 242% Rev. Bonds, Due 1956-65 
NEW YORK SCHOOL DISTRICTS 
Var. Rates Bonds, Due 1955-85 (23 issues) 
OHIO, STATE OFt¢ 
Var. Rates, Series B, Rev. Bonds, Due 1956-72 
ORLEANS PARISH SCHOOL BOARD, LA. 
Var. Rates Bonds, Due 1961-95 
PORT OF NEW YORK AUTHORITY t 
2%% Consol Rev. Bonds, 4th Series, Due 1985 
PRINCE GEORGE’S COUNTY, BD. OF 
EDUC., MD.var. Rates Bonds, Due 1956-75 
ST. JOHNS COUNTY, FLA. 
Var. Rates G.O. & Rev. Bonds, Due 1957-84 
ST. PETERSBURG, FLA. + 
342% Rev. Certificates, Due 1956-77 
SAN DIEGO COUNTY, CAL.}{ 
2% & 2%4% Bonds, Due 1956-75 
SHREVEPORT, LA. 
Var. Rates Rev. Bonds, Due 1955-74 
TACOMA SCHOOL DISTRICT No. 10, 
WASH. Var. Rates Bonds, Due 1957-75 
TRENTON SCHOOL DISTRICT, 
Var. Rates Bonds, Due 1956-73 
TULSA, OKLA. 
Var. Kates Bonds, Due 1958-80 
WARREN TOWNSHIP, MICH.+ 
Var. Rates Bonds, Due 1958-94 


ADDITIONAL TAX-EXEMPT BONDS— 
96 Issues 


MICH. 


Amount 
of Issue 


$280,000,000 


12,000,000 
8,400,000 


7,500,000 


40,000,000 
70,000,000 

7,000,000 
60,000,000 
30,000,000 
25,000,000 
10,000,000 

5,550,000 
35,000,000 

7,000,000 
30,000,000 
25,000,000 

7,500,000 

4,080,000 

7,980,000 
10,000,000 
19,500,000 
30,000,000 
20,000,000 
17,790,000 


75,000,000 


8,500,000 


15,222,000 


Corporate 


THE BALTIMORE AND OHIO RAILROAD COMPANY t¢ 
First Cons Mtge 3%% Bonds due 1970, 4% Bonds due 
1980, 44% Bonds due 1995. . mae San 
CENTRAL MAINE POWER COMPANY 
First & Gen Mtge Bonds, Series V 334% due 1985 . 
CHESAPEAKE AND OHIO RAILWAY EQUIPMENT 
TRUST OF 1955 3% Certificates, Due 1956-70. . . . 
CHICAGO, MILWAUKEE, ST. PAUL AND PACIFIC 
RAILROAD EQUIPMENT "TRUST, SERIES UU 

3% % Certificates, Due 1956-71 
THE COLUMBIA GAS SYSTEM, INC. 

3%%% Debentures, Series E Due 1980 . 
CONSOLIDATED EDISON COMPANY OF NEW YORK, 
INC.} First & Ref Mtge Bonds 3% % Series K, due 1985 . 


DALLAS POWER & LIGHT COMPANY 

3% % Sinking Fund Debentures, due 1980 

THE DETROIT EDISON COMPANY t 

Gen & Ref Mtge Bonds, Ser. O, 3% Due 1980 

DETROIT STEEL CORPORATION 

First Mtge SF 4% % Bonds, due 1970. ‘ 

GULF, MOBILE AND OHIO RAILROAD COMPANY 

First & Ref Mtge 344% Bonds, Ser.G, Due 1980 . . 

KANSAS GAS AND ELECTRIC COMPANY 

First Mtge Bonds, 344% Series due 1985. . . . 

MISSOURI PACIFIC RAILROAD EQUIPMENT TRUSTS 

SERIES A & C, 34% & 3%2% Certificates, Due 1956-71 . 

MONTREAL, THE CITY OF (CANADA)j{ 

Var. Rates, U. S. Debentures, Due 1956-74 . . . 

NATIONAL CONTAINER CORPORATION t 

4\4% Fifteen Yr SF Debentures, Series due 1970 

NEW ENGLAND TELEPHONE AND TELEGRAPH 

COMPANY 36 Year 314% Debentures, Due 1991. . 

NEW JERSEY BELL TELEPHONE ——— 

40 Year 344% Debentures, Due 199 ? 

NEW YORK CENTRAL casas EQUIPMENT 

TRUST OF 1955 354% Certificates, Due 1956-70 . . 

NEW YORK, CHICAGO AND ST. LOUIS RAILROAD 

EQUIPMENT TRUST OF 1955 2% % Ctfs, Due 1955-70 . 

NORTHERN PACIFIC RAILWAY EQUIPMENT TRUST 

OF 1955, 2nd & 3rd Series, 3% Ctfs, Due 1956-70. . 

PACIFIC POWER & LIGHT COMPANY 

First Mtge Bonds, 3% % Series due 1985 . . 

ST. LOUIS-SAN FRANCISCO RAILWAY COMPANY | 

First Mtge Bonds, Series B 4% Due 1980 ee 

SOUTHERN BELL TELEPHONE AND TELEGRAPH 

COMPANY 40 Year 344% Debentures, Due 1995. . . 

THE SOUTHERN NEW ENGLAND TELEPHONE 

COMPANY 34 Year 344% Debentures, Due 1989. . 

SOUTHERN PACIFIC COMPANY EQUIPMENT 

TRUSTS, SER. QQ & RR, 2%% & 3%% Ctfs, Due 1956-70 

TENNESSEE GAS TRANSMISSION COMPANY + 

yg Mortgage Pipe Line ane vas Ser. due —_ & 
% Debentures due 1975 a 

niin COUNTY ELECTRIC COMPANY 

First Mtge Bonds, Ser. D, 334% due 1985. 

ADDITIONAL EQUIPMENT TRUST CERTIFICATES 

and PUBLIC UTILITY BONDS. : 





Underwriting 
Interest 


. $ 7,588,000 


3,650,000 


6,600,000 


3,300,000 
7,350,000 
6,975,000 
5,500,000 
6,000,000 
3,850,000 
5,300,000 
2,750,000 
4,125,000 
2,957,500 
3,500,000 
13,000,000 
6,700,000 
2,250,000 
3,480,000 
2,880,000 
5,500,000 
2,400,000 
2,650,000 
4,350,000 


6,840,000 


3,683,000 
5,200,000 


11,082,000 


Descriptive circulars or prospectuses, where available, and current quotations will be supplied for any of these 


*To December 16, 1955 


securities upon request. 


or purchased and offered alone, by Halsey, Stuart & Co. Inc. 


Send for Year-End Bond Survey and Tax Chart 
Concise survey of 1955 bond market and outlook for 
1956, and comparison chart based upon individual Federal 
tax rates now in effect—to help you determine the value 
of tax exemption in your income bracket. Write with- 


out obligation for folders PF-56 


HALSEY, STUART & CO. 


LA SALLE STREET, CHICAGO 90 © 35 WALL STREET, NEW YORK 5 


123 = S. 


tIssue headed jointly by Halsey, Stuart & Co, Inc. and others. All other issues were headed, 





AND OTHER PRINCIPAL CITIES 


INC. 





Typical Users of 
Newport News Equipment 


PLANT 
Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J. H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 


General view of dam at Grand Coulee, built by the Bureau 
of Reclamation, which utilizes 18 Newport News turbines, 

the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 


in building 
Water Power Equipme 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 




















‘To the man whos 
thinking about 
buying a new truck: 


-> And what you’re missing is 

more than ‘‘maybe,”’ it’s for 
sure—if you haven’t yet visited 
your Dodge truck dealer. 


>> Do you want to miss a 
rock-bottom price? Perhaps you 
haven’t realized that ‘Dodge 
trucks actually cost less than 
you'd pay for corresponding 
models of most other makes. 


> Do you want to miss power 
so high it leads the field? Con- 
sider this: with engines of 169 
to 175 horsepower, Dodge over- 
powers every other leading make 
of truck in the low- and medium- 
tonnage fields. 


> Surely you don’t want to 
miss the many advantages of 

















*‘Job-Rated.”’ Because all units 
from engine to rear axle are 
engineered and matched for a 
specific job, the Dodge truck 
you buy is exactly right for 
your business. 


> You don’t want to miss 
Dodge safety—which includes 
the biggest wrap-around wind- 
shield of any truck on the road, 
the shortest turning radius. Or 
Dodge superior cab comfort . . . 
Forward Look Styling. 


> In short, you get a whale of 

a lot more truck for a good deal 
less money than you think! 
Stop in and see your Dodge 
truck dealer right away—don’t 
miss anything! 
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WITH THE FORWARD LOOK >> 
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A SOUND RATE STRUCTURE 
is the key to adequate earnings 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 

Preparation and presentation of expert testimony in rate proceedings 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 


Write for our booklet des-ribing our services. 
Address: Commonwealth Services Inc., Department E, 
300 Park Avenue, New York 22, N. Y. 








INVESTIGATIONS 
REPORTS 


FINANCING 4 : 
samen Cpu Soeur Que. 
INSURANCE 


PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 


COMMONWEALTH ASSOCIATES INC. 






300 Park Avenue, New York 22, N.). 


Jackson, Michigan Washington, D. «. 
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WORK CREWS HEAR MESSAGES | i. 


waa CLEAR . > 


























a SS. : He ES 
ca Vhs bi oe \ 


big VOICE iaiio 


doubles as P. A. system 


If you, or your dispatcher, have ever called a 
york crew and received no answer because com- 
bressors, ditchers and other noises drowned out 
he radio’s message, or because all men were work- 
g too far from the truck to hear the call—you 
eed Motorola’s ‘*Big Voice’’. 


High noise level is no problem when your trucks 
arry the new **Big Voice’’ 2-way radio system. 
he weatherproof loudspeaker, mounted outside 
he truck cab, shouts with 10 times the normal 
udio power to carry your message clearly hun- 
reds of feet away. And there’s no more need to 
aste a man on stand-by duty at the truck. 











A bonus feature permits the foreman to use the 
‘Big Voice’’ as a public address system, using the 
tandard ‘‘Big Voice’? mike when he’s in the cab 
nd the optional ‘‘Handie-Micro-Talkie” cordless 

ike when remote from the truck. The ‘Big 
oice’’ radio, audio, and P.A. booster fit com- 
bact|v inside Motorola’s standard mobile housing. 
he outside speaker can be muted for normal radio 
bse, of course. 





When you buy your next 2-way radio, make it 
Mot orola’s **Big Voice’’ and get the extra benefits 
pf tis versatile unit. Send for complete descrip- 








lve .iterature today. Complete unit fits inside standard mobile housing Switch from radio to P.A. and back with just a 
flip of a switch 
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Motorola consistently supplies more mobile and portable ; 

e radio than all others combined. e 

WAY R A D I O ° Proof of acceptance, experience and quality. : 

2- - The only COMPLETE radio communications service— < 

; sbecialized engineering... product... customer e 

JTOROLA COMMUNICATIONS & ELECTRONICS, INC. Service ... parts... installation... _ 
A SUBSIDIARY OF MOTOROLA, INC. maintenance... finance . ae lease. e 

1 AUBUSTA BOULEVARD e CHICAGO 51, ILLINOIS “The best costs you less—specify Motorola.” 2 
GERS MAJESTIC ELECTRONICS LTD.\ TORONTO, CANADA : 
o 











YOUR 
Special Advantage 
for JANUARY 


+. « « this is the SPECIAL ADVANTAGE STICKER 
which dozens of companies are using this month 


on the front cover of Electrified Industry. —> 


"THE SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
. Economy .. . Reli- 
ability . . Cleanliness . . . Good Regulation 
.. . Ability to take Overloads . . . and the 


Cooperation and Advice on Electrical Prob- 


ity . . Instant Starts . . 


lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
In addition your stickers help them 
route your messages to additional readers. 


lines. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 








CONVENIENT — so easy, so natural to 
get electric power by simply plugging in. 
You can do that, because we produce and 
distribute economical electric service. 


CONSUMERS POWER COMPANY 


i, es 








Power salesmen make friends for your 
companies and add to your “‘‘net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 


properly used, is worth many times its cost. 


They use this magazine to make 21¢ cails 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are aile 
to maintain better-than-ever customer contiict 
and increase the net revenue of the utilities. 


ELECTRIFIED INDUSTRY -~ Vodayé Kissness | 


Martin Publications = 20 No. Wacker Dr., Chicago 6 
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Thursday—5 
National Association — of 
Home Builders will hold 


convention and exposition, 
Chicago, Ill. Jan. 22-26. 
Advance notice. 


Friday—6 


Industrial Heating Equip- 

ment Association will hold 

meeting, Chicago, Ill. Jan. 
23, 24. Advance notice. 


Saturday—7 


American Society of Heat- 
ing and Air Conditioning 
Engineers will hold meet- 
ing, Cincinnati, Ohio. Jan. 
23-25. Advance notice. 


Sunday—8 


National Rural Electric Co- 
operative Association will 
hold annual meeting, St. 
Louis, Mo. Jan. 23-26. Ad- 


vance notice. 








Monday—9 Tuesday—10 Wednesday—11 Thursday—12 
a eee : ; : ? : F ? 

1 Engineering Com- American Management As- American Road Builders American Institute of Elec- 
le. pany will hold annual con- sociation will hold general Association will hold an- trical Engineers will hold 
help ference, Boston, Mass, Jan. management conference, nual convention, Miami winter general meeting, 
ve 27, Advance notice. San Francisco, Cal. Jan. Beach, Fla. New York, N. Y. Jan. 30- 
itive 24-27. Advance notice. Feb. 3. Advance notice. 
ities @ 
ners 
aga- 
city, Friday—13 Saturday—14 Sunday—15 Monday—16 
cost. 


Southern Gas Association 
will hold air-conditioning 
calls B sale con ference, Jackson, 


Missouri Valley Electric 
Association will hold indus- 
trial and commercial sales 


Electric Institute, 
Dealer Co-ordination Com- 
mittee, begins meeting, Chi- 


Edison 


Canadian Electrical Asso- 
ciation, East Division, be- 
gins meeting, Halifax, 





they Tenn. conference, Kansas City, cago, Ill. Nova Scotia, Canada. 
Mo. Feb. 2, 3. Advance 
notice. 
airle 
tact 
ties. Tuesday—17 Wednesday—18 Thursday—19 Friday—20 
Anirican Water Works Pipeline Contractors Asso- American Transit Associa- Oklahoma Utilities Asso- 
Association, New York ciation ends 3-day annual tion, Public Relations Divi- ciation, Accounting Section, 
Section, begins luncheon convention, Boca Raton, sion, begins midyear con- begins meeting, Tulsa, Okla. 
Fla. ference, Nashville, Tenn. 


mecting, New, York, N. Y. 
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Courtesy, Northwestern Bell Telephone Company 








Clearing Up after the Ice Storm 





Utilities 


FORTNIGHTLY 


VoL. 57, No. 1 


JANUARY 5, 1956 


The Outlook for Public 


Utulities—1956 


With the New Year comes the second session of the 84th Con- 

gress. Organized by the Democrats on the basis of a close margin 

of control, the work of this session will be definitely dominated 

by political considerations in what promises to be a very hotly 

contested general election next November. Will these political con- 

siderations tend to make Congress avoid or defer controversial 
policy decisions? 


By FRANCIS X. WELCH* 


HE outlook for public utilities in 1956 

is overshadowed, like every other in- 

dustrial and economic outlook, by the 
big question—will Ike run again? Without 
attempting to answer that multibillion-dol- 
lar question, the public utility industries 
are confronted with a series of other polit- 
ical considerations. This situation is not 
of their making and probably very much 
against their wishes. But it is there, 
nevertheless. 


*Editor, Pustic Utiiries FortNIGHTLY, 


Aside from the number one question 
about the Republican candidate for the 
presidency in this important general elec- 
tion year, the identity of the Democratic 
candidate should be of equal concern to 
the public utilities. If the front-running, 
avowed candidate, Adlai Stevenson, 
should be chosen, his early call for “mod- 
eration” in the determination of domestic 
issues is a factor for consideration. Cer- 
tainly, the former Illinois governor has 
displayed neither the enthusiasm nor the 
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aggressiveness of two other frequently 
mentioned Democratic potential candi- 
dates for making a prime issue out of the 
question of public power. Both Governor 
Harriman of New York and especially 
Senator Kefauver of Tennessee have 
shown much more attention to this particu- 
lar question than Stevenson. If Kefauver 
were nominated, he would probably make 
the Dixon-Yates controversy and all that 
it implies his number one domestic talk- 
ing point, since he has been so active per- 
sonally in building up that controversy. 


B” events have a way of changing 

around the plans and expectations of 
both political and industrial leaders. And 
it would not be surprising if 1956 were to 
produce some surprises along this line. As 
these lines are written in late December, 
the master minds of both parties seem to 
be concerned chiefly with domestic issues. 
There appears to be an expectation that 
the international situation, while tense in 
many spots, will hold still long enough for 
the major parties to battle it out on such 
matters as farm prices, health and educa- 
tion, and other domestic problems on 
which the parties disagree. 

But the cold war is on again. It may 
well come to pass that whatever strategy 
our domestic politicians may plan, an inter- 
national crisis will dramatically divert pub- 
lic attention so as to make such issues seem 
almost picayunish. On the whole, the cam- 
paign strategy of the administration would 
seem to be to emphasize international ac- 
complishments to date, such as peace, and 
the broad but somewhat vague national 
achievement of prosperity. 

Conversely, the competition (which will 
undoubtedly be led by the more “progres- 
sive” northern wing, dragging an occa- 
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sionally reluctant southern right wing 
after it) will seek to build up the local 
problems. Thus, to the extent that the cam- 
paign can be kept up in the air, the admin- 
istration’s political strategy—regardless of 
party candidate—will be relatively more 
effective. To the extent that it can be kept 
down at the grass-root level of local dis- 
content and smaller differences of opinion, 
the political opposition’s strategy will make 
headway. 

But what effect will the turn of the 
world’s events in the year 1956 have on 
such planning ? Only the months ahead can 
tell and at this writing the international 
skies seem anything but fair and clear. 
Against this broad background, let us con- 
sider the general developments likely to 
have an important impact on the outlook 
of public utilities during the coming year. 


1. Utilities as a Campaign Issue 


_— they like it or not, the pub- 
lic utilities will be an issue—all of 
them to some degree. The main target, as 
in former years, will be the electric utili- 
ties. The “liberal” left wing of the Demo- 
cratic party—which will be mostly in con- 
trol of campaign strategy—has already 
made that perfectly clear. The Dixon- 
Yates contract—dead horse though it is 
for all practical purposes—might become 
a slogan. It is a vague slogan and its mean- 
ing may not be entirely clear or very effec- 
tive. But we shall hear of it again and 
again during the campaign. The familiar 
technique of associating the repetition of 
a catch phrase with some connotation of 
scandal or irregularity will be employed. 

This will be the focal point of a broad 
charge of “giveaway” against the admin- 
istration by the political competition. It 
will include such regional variations as 
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THE OUTLOOK FOR PUBLIC UTILITIES—1956 
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aimtn tae bein aetetacon tusicn bomen ae. 


Forecast 
1 No federal gas legislation. It was pre- 
* dicted that notwithstanding a close and bit- 
ter battle, no final enactment would occur in 


1955. 


2 Appropriations. It was predicted that the 

* administration would ask for about the 

same money for federal power project construc- 

tion, REA, etc., and that Congress would go 
along, even raising REA. 


Dixon-Yates controversy. Despite antici- 
pated Democratic demands for cancella- 
tion, the contract was expected “to stick.” 


Taxes. It was forecast that Congress 
would allow both corporate income and 
wartime excise “automatic” tax cuts as scheduled. 


5 State legislation and regulation. No drastic 

* change in state regulatory laws by 44 

legislatures, but continued rate case activity 

(with special note on the New York Telephone 
Case) was expected. 


6 Federal power developments. Congress 
* was not expected to pass Hell’s Canyon 
nor any other new project legislation, including 


Upper Colorado. 


7 Hoover Commission. A report condemn- 

* ing government in business and asking 

that federal power operations be self-sustaining 

was predicted, but without approval of Congress 
on any point. 


8 Telephone industry problems. Complica- 
* tions with the FCC over microwave com- 
petition, serious labor troubles, and failure of 
highway relocation expense legislation despite 
favorable reports were forecast. 


Q Atomic development. Progress but no final 
* decision on licenses or even mechanics for 
AEC licensing of nuclear plants was forecast. 


1 St. Lawrence-Niagara legislation. Despite 

* House approval, no final action on private 
company Niagara development in the Senate was 
expected. No change in New York state setup. 


i Eight of the following ten predictions by i 
Mr. Welch one year ago occurred as forecast. 


1955 PROPHECY 

















Result 
RIGHT 


The bill passed the House by six votes; 
stalled in the Senate. 


RIGHT 


It happened just that way, including 
REA hike. 


WRONG 


After winning every legislative test in 
the face of Democratic opposition, it was 
voluntarily withdrawn by the AEC. 


WRONG 


Both were extended. 


RIGHT 


The New York Telephone decision was, 
and still is (on appeal), a key case of 
general interest. 


RIGHT 


Several close battles, but such was the 
year-end result. 


RIGHT 


It happened just that way. 


RIGHT 


Bull’s eye on all three. 


RIGHT 


AEC was still tied up on procedure at 
the year end. 


RIGHT 


The 5-company bill is still snagged in 
the Senate. 
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arguments about the Hell’s Canyon license 
in the Northwest and alleged abuse of 
REA co-operatives and other so-called 
“preference customers” in the farm belt. 

Extending beyond the sphere of utility 
operations, the so-called “give-away” 
charge will be heard with respect to the oil 
and gas industries, recalling the tidelands 
bill approved by the administration and 
the argument over exempting gas pro- 
ducers from FPC regulation. True, both 
of these latter movements were primarily 
supported by the right-wing Democratic 
leadership in Congress, which is associated 
so definitely with the southwestern gas-oil 
states. But do not expect consistency dur- 
ing a political campaign. 


- eeelanapimee for the gas distributing 

utilities on this particular front, a very 
adroit move was made recently in the es- 
tablishment of a Council of Local Gas 
Companies. While the formation of this 
group may have been at the expense of 
broad gas industry unity on the Harris- 
Fulbright Bill (to be mentioned later), it 
will stand the gas companies in good stead 
on the political front during the coming 
year. They will be in a position to point 
back to the year 1955 as the time when 
they voluntarily associated to protect the 
gas consumers’ interests. 

The telephone companies have not been 
involved in top-flight policy controversies 
of a sort which would attract campaign 
lightning. Nevertheless, telephone compa- 
nies have been more active than other util- 
ity industries in seeking rate increases. 
While this was economically inevitable, it 
also will incur a certain amount of brack- 
eting, at certain local levels, of the tele- 
phone companies along with other utilities, 
in the over-all attempt of the challenging 
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party to paint the administration as a 
friend of “big business.” This is not to say 
that any of this campaign strategy will be 
effective or will pay off in votes next No- 
vember. But it is certainly in the cards. 
Public utility companies of all kinds would 
be well advised to look to their defenses 
with this inevitable campaign barrage in 
mind. 


2. The Gas Producer Bill Will 
Probably Fail 


TF the House-approved Harris Bill to 

exempt independent gas producers 
from the general jurisdiction of the FPC 
were to be voted on in the Senate as these 
lines are written, it would undoubtedly 
pass. It would pass by a thumping big 
margin—perhaps in the order of 50-30. 
But it is in the nature of congressional 
procedure that the Harris Bill—or its Sen- 
ate counterpart, the Fulbright Bill—is not 
being voted on in the Senate right away. 
True, it is now ready to be voted on. It is 
now pending on the Senate calendar, with 
a favorable committee report. It can be tak- 
en up promptly with the support of biparti- 
san Senate leadership—Majority Leader 
Johnson (Democrat, Texas) and Minor- 
ity Leader Knowland (Republican, Cali- 
fornia). 

Maybe that is exactly what will happen. 
Maybe a fast getaway, right after the 
opening formalities of the session, will 
bring the Fulbright Bill to the floor for a 
prompt vote. If so, that will be the ball 
game. The producers then have their ex- 
emptions, subject to an interminable 
amount of litigation over questions, as to 
what the exemptions will mean, and how 
far they extend (and counsel for the pro- 
ducers should not underestimate that head- 
ache). But the opposition, after a slow 
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The Utility Issue in the 1956 Campaign 


“oe they like it or not, the public utilities will be an issue—all 
of them to some degree. The main target, as in former years, will 
be the electric utilities. The ‘liberal’ left wing of the Democratic party— 
which will be mostly in control of campaign strategy—has already made 
that perfectly clear. The Dixon-Yates contract—dead horse though it 1s 
for all practical purposes—might become a slogan. It is vague slogan and 
its meaning may not be entirely clear or very effective. But we shall hear 
of it again and again during the campaign.” 





start, is organizing rapidly. The only ques- 
tion seems to be whether it is too late. 
There is an inescapable time lag between 
publicity, mobilizing public opinion, and 
the final payoff in terms of pressure letters 
on Congress. 


[ Democratic Senators Douglas of Illi- 

nois, Humphrey of Minnesota, the in- 
defatigable Morse of Oregon, aided by 
several eastern Republican colleagues, can 
hold the bridge during the month of Janu- 
ary, the chances of the Fulbright Bill will 
drop perceptibly. If they can hold on until 








February, they will probably have enough 
votes on the floor of the Senate to block 
any summary action on the bill. After that, 
they will be in a position to start the fa- 
miliar process of killing the measure by 
amendment. It would not take much of an 
amendment to kill the Fulbright Bill. 

In other words, unless the Senate ac- 
cepts the Fulbright Bill in a form virtually 
the same as the Harris Bill (so as to avoid 
any substantial question for a House-Sen- 
ate conference), the bill could easily be a 
casualty. Why? Because it only passed the 
House by six votes last spring under 
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forced pressure of the surprisingly effec- 
tive leadership of House Speaker Ray- 
burn. It is very doubtful if he could turn 
the same trick again, if the House had a 
second crack at the bill. So, despite the fact 
that Speaker Rayburn would control the 
appointment of any conferees, the main 
chance for the gas producers’ bill lies in 
getting it adopted by the Senate without 
change. 

To sum up, if the bill is not passed by 
March Ist, it probably will not be passed 
at all. And since readers do not like hedg- 
ing even on a question as close as this, this 
writer will give a very thin edge, for what 
it is worth, to the opposition. 


3. FPC Gas Regulatory Headaches 


HETHER the gas producers’ bill passes 

or not, and especially if it does not 
pass, the FPC is in for a hard time in 1956. 
So far, it would appear that both the com- 
mission and the gas producers have been 
going through the motions of regulation 
under the Supreme Court mandate in the 
Phillips Case—conscientiously perhaps, 
but with one eye on Congress. Actual prog- 
ress to date, in the formulation of basic 
principles to be applied to the regulation of 
producers’ rates, is not impressive. 

The FPC had to march up the hill and 
down again on the mere question of pro- 
cedural regulations. Its recent action an- 
nouncing that it was not necessary to make 
any rules for producer rate cases (not- 
withstanding some very detailed rules for 
other kinds of gas rate cases under FPC 
jurisdiction) will give some idea of the 
pulling and hauling that has been going 
on. Until the over-all question of the 
Harris-Fulbright Bill is settled by Con- 
gress one way or the other, it is hardly 
fair to expect that the FPC or its staff 
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will be able to bring much order out of 
this chaos. 

But suppose the bill does pass substan- 
tially as approved by the House! The FPC 
will then be confronted with the deter- 
mination of a series of questions of statu- 
tory interpretations. What is “reasonable 
market price”? What is to be done about 
escalated price increases outside of the ex- 
empted classification ? How much jurisdic- 
tional control must be exercised by the 
FPC to determine the very absence (un- 
der the statutory exemption) of rate juris- 
diction over particular producers? These 
and a number of other questions which 
lawyers will diligently dig up, can be ex- 
pected to breed a variety and multiplicity 
of litigation which could keep the pro- 
ducers up in the air for another three or 
four years. When they do finally settle 
down, they might still find, after much 
court interpretation, that the FPC has 
more control than they realized. 

But suppose the bill does not pass! Any- 
one who expects the independent gas pro- 
ducers to lie down and roll over just be- 
cause Congress fails to act on this legisla- 
tion ought to take a trip to Texas and do 
some hard listening. Again, the outlook is 
for the FPC making progress with hard 
headway and many headaches, plagued by 
a rich growth of litigation every step of 
the way. Assuming that the bill fails, it 
will probably be 1958 before any sem- 
blance of final order and accepted princi- 
ples of regulatory control are established 
for the gas producers. 


4. TVA Agitation but No New 
Legislation 
\ 7irwH the 1956 campaign fires burn- 
ing brightly, TVA will be a hot topic 
in Congress and in the TVA territory. The 
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Predictions of Events for 1956 


(Here is a summary of the things likely to occur in Washington 
of special concern to the public utility industry.) 


. Public power and the utilities will be campaign issues. Dixon-Yates, the alleged “give-away” 


administration policy on gas and oil, along with alleged high utility rates and preference 
for big business generally, are bound to get into the campaign as left-wing Democratic argu- 
ments, despite opposition efforts to minimize or ignore such arguments. 


The gas producer exemption bill will not pass. If the proponents of the Harris-Fulbright 
Bill do not pass it in the Senate by March Ist, it is a dead duck. Opposition will try first 
delay, then blocking, and, finally, killing amendments. A tossup but with a slight edge to 
the opposition. 


The FPC will regulate producers with difficulty. Even if the Harris-Fulbright Billi does 
pass, and especially if it does not, the FPC will make “headway with headaches.” Discovery 
and the establishment of new regulatory principles, plagued by litigation, cloud the outlook 
for orderly controls. 


TVA agitation but no new legislation. Nashville on May 4th will be the second TVA city 
which will have to make up its mind on what to do about its power supply if TVA resigns 
the role of unlimited supplier for the whole valley, as indicated. Democrats will try hard 
to reverse this policy in Congress—will fail to do so. 


. No highway relocation legislation. The Eisenhower administration will make a valiant effort 


to get broad federal highway legislation at the next session, making concessions on financing. 
Even so, the outlook is doubtful and the utility relief on relocation expense even more doubt- 
ful. Another year’s delay most likely. 


The FCC will have a difficult year. The FCC faces brickbats from both parties, despite its 
usual campaign year effort to walk a strictly neutral tightrope on radio and TV controls. 
There is also a Senate investigation of the controversial “toll TV.” Telephone companies 
may get a better break on radio spectrum allocations. 


. No new projects. Upper Colorado—minus Echo Park dam—should come nearest to con- 


gressional approval, but the opposition is given the edge. No final approval seen for the 
Democratic Hell’s Canyon or the administration’s John Day dam, nor any final settlement 
of the Niagara 3-way controversy. Interior, Reclamation, and REA appropriations will not 
vary greatly from budget requests or current year levels. 


. Hell’s Canyon and other FPC licenses will not be upset. Appellate court proceedings will 


consume most of the year, while the private company licensees go ahead with construction. 
The public power bloc will shift its fire to the FPC licenses sought for Mountain Sheep and 
Pleasant Valley dams. More sound and fury than sense or effect, which is probably accord- 
ing to plan. 


. Rate cases still active and variable. Still paced by the New York Telephone Company Case 


(now in the New York appellate court), the coming year will see a further continuation of 
gradual judicial reappraisal and correction of regulatory commission emphasis on cost restric- 
tions in rate cases, in the light of postwar inflation. 


Taxes—income reduction. Not whether but how much is the question on personal income 
tax reduction (corporate and excises to be generally extended). With the administration fight- 
ing for a balanced budget, a concession to the Democratic idea of increased personal exemp- 
tion seems the most likely solution to the tune of about $1-2 billion. 


7 
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main problem, of course, is the question 
of continued power supply to the Tennes- 
see cities. Public power enthusiasts hope, 
and apparently expect, that Congress will 
reverse the administration’s policy of 
drawing a line on federal responsibility. 
They think that the general taxpayers 
should assume the burden for an indefi- 
nite time and for an indefinite amount of 
wholesale power supply, relieving these 
cities of any local responsibility for their 
own wholesale power supply. This Con- 
gress has refused to do repeatedly, in the 
case of appropriations for the Fulton steam 
plant, designed to supply Memphis. 

One negative but constructive result of 
the defunct Dixon-Yates contract was the 
decision of Memphis to build its own plant. 
Presumably, Memphis will go ahead with 
that commitment made to President Eisen- 
hower. Next on the firing line is Nash- 
ville. It will have to reach some sort of a 
decision around May 4th on future plans. 
Eventually, Knoxville and Chattanooga 
will face the same question. 


HIs is not and should not be a question 

of party politics, although area poli- 
ticians are attempting to make it so. Part 
of this effort is to build up such an emo- 
tional atmosphere over Dixon-Yates and 
the public power policy, as a party issue, 
that Democrats in Congress will be dis- 
posed to forget the fundamental question 
of fiscal responsibility and future un- 
limited funds for unlimited TVA expan- 
sion. 

A real fight over this is shaping up 
in Congress. There will be plenty of fire- 
works and heated debate by Democrats as 
well as Republicans from other areas, who 
are likely to see behind the false face of 
regional political camouflage and realize 
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that it is the general taxpayer’s dollar 
which is at stake. 

Therefore, proposed legislation to give 
TVA financial independence from Con- 
gress, or to embark on unlimited plant ex- 
pansion, will not be approved. Nor will 
Congress approve funds for building more 
plants for purposes of supplying purely 
local needs in the future. 


5. No Highway Relocation 


oe of President Eisenhower’s greatest 

disappointments at the last session of 
Congress was the failure of his broad, 
long-range federal-aid highway program. 
It became snarled in a Senate-House 
squabble over the question of financing. 
The Democratic majority bucked the 
President’s idea of a long-range bond set- 
up. The administration on its part refused 
to go along with the less responsible pro- 
posal to authorize the program first and 
levy use taxes. 

Caught in this difference over financial 
policy was the question of great interest 
to all utility industries, including publicly 
owned utilities. That is the question of 
whether such utilities should be reimbursed 
for the considerable expense of relocating 
facilities due to such highway construc- 
tion. As approved by the Senate (in pass- 
ing the Gore Bill), such a clause in a some- 
what restricted form was adopted. As re- 
ported by the House committee, the clause 
was also included then knocked out by a 
floor vote before the House decided to 
shelve the whole thing. 

Therefore, the question of interest to 
utilities in 1956 is this: Will the House 
pass such legislation at all and, if so, will 
it contain a relocation expense clause? Un- 
doubtedly the Eisenhower administration 
will make a valiant effort to revive the 
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TVA in the 1956 Campaign 


— the 1956 campaign fires burning brightly, TVA will be a hot 

tepic in Congress and in the TVA territory. The main problem, 
of course, ts the question of continued power supply to the Tennessee cittes. 
Public power enthusiasts hope, and apparently expect, that Congress will 
reverse the administration’s policy of drawing a line on federal responsi- 
bility. They think that the general taxpayers should assume the burden for 
an indefinite time and for an indefinite amount of wholesale power supply, 
relieving these cities of any local responsibility for their own wholesale 

power supply.” 





highway program and get it adopted as 
law in 1956. It would be a feather in the 
administration’s cap for campaign pur- 
poses. But the differences over financing 
still remain unsolved. The outlook is close. 
It is even closer with respect to compensa- 
tion for utility relocation. 


‘Ppecnanene this prediction to the utility 

relocation clause, this writer is in- 
clined, reluctantly, to predict that it will 
not become effective during the coming 
vear. This could result either from Con- 
gress failing to pass a highway bill at all, 
or passing one without a relocation clause. 
The only hope would then lie in a House- 





Senate conference. In a way, it might be 
better for the public utilities if the bill as 
a whole were stalled rather than become 
law without the important relief clause as 
part of the statute. It certainly would be 
a difficult thing to get enacted under its 
own steam at a later date. 


6. The FCC Will Have a Difficult Year 


WP yecsteeson years are always difficult for 

the FCC. It has control over the po- 
litically sensitive radio and television net- 
works. With or without reason, partisans 
on both sides are bound to feel, from time 
to time, that the opposition has been given 
some unfair advantage. There will be com- 
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plaints and brickbats. Demands will be 
made on the FCC by party chairmen and 
lesser figures that “equal time be given” 
for this, that, and the other. Naturally, the 
commission will endeavor to walk its bi- 
ennial tightrope and so will the networks. 
But it is a thankless sort of neutrality. 
Few people remember it after the shoot- 
ing is over. Most of us care even less, and 
are glad to forget. 

Within its own jurisdictional bailiwick, 
the FCC will be confronted with some 
difficult fundamental problems. There is 
the usual quarreling over allocation of the 
spectrum as between special interests, in- 
cluding public utilities and the common 
carriers (meaning telephone and telegraph 
companies under the Communications 
Act). There is some reason to believe that 
the FCC may give more consideration to 
the economic needs of the telephone com- 


panies in its appraisal of microwave fre- 
quency allocations in the coming year. 


NOTHER hot potato which the FCC will 
try to throw back into the laps of Con- 
gress and the courts is “pay-as-you-see”’ 
TV. The commission can do this, in view 
of questions raised as to whether it has 
any actual authority to decide on whether 
subscribers should be permitted to pay to 
see a generally broadcast entertainment 
service. Not in recent years has there been 
stirred up such a hornet’s nest as this ques- 
tion. The commission will probably be 
glad to get rid of it—at least during 1956. 
It will not be able to get rid of the Sen- 
ate Interstate Commerce Committee, how- 
ever. This committee has $200,000 to in- 
' vestigate radio and television regulation 
and the FCC. Under the leadership of 
Senator Magnuson (Democrat, Washing- 
ton) nothing much has happened so far. 
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But the committee staff is hard at work 
digging up difficult questions for the regu- 
lators and the regulated. It could not have 
come at a worse time than the troublesome 
year of 1956. 


7. No New Projects 


HE administration would like to go 

into the campaign with the record of 
having established at least one new major 
resources project. It would help politically 
in the West. The reference is to the Upper 
Colorado river project, which the competi- 
tion sometimes refers to, cynically, as “the 
Republican TVA.” 

This program was fouled up last year 
over the conservation controversy with 
respect to Echo Park dam. To improve the 
bill’s chances, the administration has 
thrown Echo Park dam over the side. This 
has doubtless minimized much of the op- 
position. But there is still much remaining. 
A close battle is in prospect and the outlook 
is in doubt. This writer gives a thin edge 
to the surviving bipartisan opposition. 

More noise than action is to be expected 
on the “twenty Senators’ ” bill to author- 
ize a federal high dam at Hell’s Canyon, 
now licensed for private construction. The 
agitation for this will be terrific. There 
may even be a vote in the Senate, but final 
approval is not expected by this writer. 
Looking in the other direction, the same 
forecast is made for other projects more 
to the administration’s liking, such as the 
John Day dam. The 3-way controversy 
over development of Niagara power is also 
likely to remain stalled. 

On the general subject of appropria- 
tions, the Interior Department and Recla- 
mation Bureau are expected to get about 
what the Budget Bureau asks, which will 
be on the same general level as the current 
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fiscal year. Following last year’s pattern, 
budget requests for REA appropriations 
may be increased somewhat by direct ac- 
tion of Congress. 


8. FPC Licenses Will Stand 


i? would be presumptuous even for an 

ostensible “prognosticator” to attempt 
to forecast the outcome of a case pending 
before the federal courts. Yet, so much 
depends on the disposition of the appeal 
taken from the Federal Power Commis- 
sion’s licensing order in the controversial 
Hell’s Canyon Case that this writer is 
tempted to do so. First of all, it will be 
noted that the National Hells Canyon As- 
sociation did not even ask the U. S. cir- 
cuit court of appeals for the District of 
Columbia for a “stay” in the appeal seek- 
ing to reverse the FPC Hell’s Canyon li- 
censes for the Idaho Power Company. 
This means that construction work will 
proceed through the year 1956. 

As such litigation goes, it is unlikely 
that a decision from the U. S. circuit court 
of appeals will be forthcoming much be- 
fore the summer recess. And if a further 
appeal is taken to the U. S. Supreme 
Court, it could not possibly be heard until 
fairly late in the term of the court which 
begins in October, 1956. 

In other words, assuming that the Idaho 
Power Company makes good its promise 
to proceed apace with actual construction, 
much of the Hell’s Canyon work will be 
fiat accompli before the final disposition 
of the appeals from the FPC order grant- 
ing the licenses. To be somewhat blunt and 
cynical about it, this suggests that these 
appeals are being pursued chiefly for 
propaganda purposes. The opponents of 
the private company licenses must natural- 
ly play their cards out in order to be in a 
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position to give a background to the agita- 
tion for congressional action on a bill for 
a high federal dam in Hell’s Canyon. If 
no appeal had been taken, it would look 
as if the public power agitators had aban- 
doned their protests. 


Or the merits of the appeal—based on 
the U. S. Supreme Court decision in 
the celebrated Roanoke Case (97 PUR 
NS 129)—it is hard to see just how the 
federal courts could be persuaded to sub- 
stitute their judgment for the discretion- 
ary opinion of the commission in granting 
this license. The somewhat academic ques- 
tion of whether the National Hells Canyon 
Association and other interveners even 
have a standing in court to take such an 
appeal is therefore relatively unimportant. 
What is said here about the Hell’s Can- 
yon license should apply equally to other 
licenses which the FPC may grant during 
the year 1956, such as the applications for 
hydro development at the Mountain Sheep 
and Pleasant Valley sites. But we can also 
expect the public power bloc to shift the 
propaganda barrage to these applications 
if they are aggressively pursued, as seems 
likely. 


9. Rate Cases Will Still Be Active and 
Variable 


oo time early in the New Year the 

New York court of appeals will prob- 
ably hand down its long-awaited decision 
in the New York Telephone Company rate 
case. This is a case involving a broad chal- 
lenge of the New York commission’s tra- 
ditional insistence on strict adherence to 
original cost as a basis for rate making. 
The New York appellate division in 1955 
had reversed the New York commission 
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in this major case and directed it to take 
into account current value. 

The immensity of the amount involved 
in this major rate case makes it a key pro- 
ceeding. But other cases are springing up 
all over the country, just as they have dur- 

ing the past several years. On the whole, 
it might be said that the year 1956 will see 
a further continuance of this pattern of 
gradual judicial reappraisal and correction 
of a regulatory commission’s emphasis on 
cost restrictions in rate cases in the light 
of postwar inflation. 

This does not mean that there will be 
any wholesale overturn of precedent in 
those states now favoring a cost rate base 
in contrast with those states which have 
a precedent of fair value. It means simply 
that there is a gradual reorientation of 
some states, as the economic import of in- 
flation becomes more and more pressing. 
This process of reappraisal has now 
reached the high state court level in some 
places and is approaching that level in 
others. So we can expect more of such 
decisions. 

In some states the previous cost base 
precedent will be re-examined and then 
confirmed. In other states previous fair 
value rate base precedent will be re-ex- 
amined and then confirmed. But where a 
switch is made, the prevailing trend seems 
to be away from the cost basis towards a 
more realistic recognition of current price 
levels. 

As for rate case activity in general, the 
year 1956 should produce just about as 
many cases as the year 1955. True, there 
has been no abrupt change in the general 
price level during the past year. But the 
regulatory lag is still being felt by public 
utility companies of all kinds, so that a 
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number of additional rate increase appli- 
cations will make their appearance in 


1956. 


10. Taxes—Income Reduction 


, bw question before Congress during 
the election year 1956 will not be 
whether to reduce personal income taxes, 
but how much and in what manner. As 
for the corporate income tax rates and the 
excise taxes, not much change is expected. 
Some loopholes may be plugged, but in 
general the present corporate and excise 
rates are expected to be extended. 

As for the personal income tax reduc- 
tion, the Democrats are likely to marshal 
their strength behind Senator George’s 
idea of increasing personal income tax ex- 
emption. The Republicans, on the other 
hand, would like to go into the election 
with a balanced budget. To compromise 
these differences, the administration may 
have to make some concessions to the 
Democratic approach. The main problem 
will be to hold down the reduction to the 
point where it will not blow the idea of 
a balanced budget sky high. 

Defense demands are bound to increase 
and a sudden worsening of the interna- 
tional situation could change this whole 
picture, drastically. But as of this writing, 
balancing expected record collections 
against possible increases in the defense 
budget, both parties in Congress ought to 
get together on the reduction in the order 
of $1 or $2 billion. But don’t look for such 
action early in the session. The adminis- 
tration should be able to control the situa- 
tion to the extent of keeping free of any 
commitment as to form or amount of tax 
reduction until at least mid-year and even 
later. 
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The FPC Gas Producer Exemption 
Is in the Consumer’s Interest 


Opposition to pending legislation in Congress to exempt inde- 

pendent natural gas producers from the general jurisdiction of the 

FPC has taken the form of alleged protection of the interest of 

the ultimate gas consumer. This author, sponsor of such legislation 

in the U. S. Senate, gives his reasons for the proposition that the 

real and true protection of consumer interest over the long run 
lies in the enactment of the pending bill. 


By THE Honoraste J. W. FULBRIGHT* 
U. S. SENATOR FROM ARKANSAS 








HOULD a federal agency be turned 
loose in the nation’s oil and gas fields. 
to control production of natural gas 

with a free hand to make and apply its 
own rules on a day-to-day basis ? Or should 
Congress decide the area of federal juris- 
diction and write an orderly, stable na- 
tional policy into the law? 

The United States Senate must soon 
choose between these courses. Already the 








*For additional personal note, see “Pages with 
the Editors.” 





House of Representatives has, for the sec- 
ond time in six years, approved a bill to 
give the nation a firm, reasoned, workable 
policy. The measure by Representative 
Oren Harris of Arkansas extends the pat- 
tern of the federal government’s only suc- 
cessful regulatory experience in this field. 
My bill, a companion to the Harris Bill, 
is pending on the Senate calendar. 

What the Senate decision will be is not 
foreseeable. The industry, the Federal 
Power Commission, the President’s Cabi- 
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net Committee on Energy Resources and 
Supply Policy, and many others believe a 
well-defined policy is essential to the pub- 
lic interest. Since 1949, committees of 
both houses have consistently recom- 
mended passage of legislation such as that 
now pending each time the Natural Gas 
Act has been reviewed and studied. There 
has never been a serious effort to advance 
any alternative policy for congressional 
consideration. 

There has been—and there is now—a 
powerful effort to prevent Congress from 
declaring any policy at all. Supreme Court 
decisions have clouded and confused the 
limitations on federal authority laid down 
in the jurisdictional section of the Natural 
Gas Act. In the absence of clarifying 
language from Congress, the only practi- 
cal limit on federal power is the imagina- 
tion of the three-member majority of the 
Federal Power Commission. This is a de- 
cisive gap in the orderly processes of gov- 
ernment, a gap which the pending legisla- 
tion seeks to close. 


s 

Ro most of its life, the natural gas issue 

has been styled as a classical consumer 
versus producer contest. It is not a valid 
description of the issue, but on this foun- 
dation artful propagandists have erected a 
wall of misunderstanding which shuts off 
much light from public discussions. 

The purpose of the consumer versus 
producer alignment is obvious. However 
technical the regulatory question may be, 
it must be settled politically in the arena 
of politics. The men who must settle it are 
not technicians; they are responsive to 
political statistics. 

If a question is to be answered in terms 
of 25,000,000 consumers or 4,000 pro- 
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ducers, 40 consuming states or 8 produc- 
ing states, then there is a certain political 
finality about the choice. No matter how 
pertinent, facts about the producers’ posi- 
tion can anticipate only a small audience. 
The debate is one-sided and futile before 
it begins. 

Obviously, this styling is faulty and 
superficial. The remarkable consistency 
with which regulatory agencies, congres- 
sional committees, and Cabinet-level stud- 
ies have concluded that well-head regula- 
tion of producers is not in the public in- 
terest plainly suggests that right is not a 
matter of numbers. The issue is economic, 
not political, and it should be measured by 
economic factors, not political factors. 


O* this plane, consumers and producers 

are not in conflict. The producer does 
not control the consumer’s price, and the 
consumer does not control the producer’s 
price. Twice removed from each other, 
separated by the pipeline and distributor, 
consumer and producer are not in position 
to bargain with each other; third-party 
bargaining between the two, the role pro- 
posed for the FPC, has no economic basis 
and would be a legal absurdity. 

The residential consumer’s gas rate is 
created beyond, not at, the wellhead. Typi- 
cally, 90 per cent of the rate is for service, 
the transporting and distributing of a com- 
modity; only 10 cents of each consumer 
dollar is for the commodity itself. The 
commodity price in the field is a fixed 
price, controlled by contract. The ultimate 
price is a variable price, subject to adjust- 
ment to allow the distributor full recov- 
ery of current costs—plus a guaranteed 
profit. 

Control of the one stable price in the 
producer-to-consumer sequence can have 





























only one purpose: to protect the variable 
rates of the distributor, keeping those rates 
palatable and competitive for a competi- 
tive market. That federal regulation would 
serve the utilities’ interests, rather than 
the public interest, was made evident when 
the gas distributing utilities installed a 
well-financed lobbying front in Washing- 
ton three months ago for the express pur- 
pose of defeating the Fulbright Bill in the 
Senate. 


array emphasis of this point was pro- 

vided by Senator Paul Douglas in his 
article appearing in this publication, Oc- 
tober 13, 1955, when he wrote in support 
of his proregulation viewpoint :? 


Convincing evidence was presented 
by representatives of distributing utili- 
ties before the congressional committees 
to the effect that the increased cost of 
natural gas was seriously hampering 
their efforts to expand natural gas sales, 
that in some areas they were being 
priced out of the market, and that if the 
upward trend in field prices continued, 
they would meet with financial disaster. 


In context, this argument explodes the 


1“Federal Regulation of Independent Natural 
Gas Producers Is Essential,” by Honorable Paul H. 
Douglas, Pustic UtiLities FortNIGHTLY, October 
13, 1955, p. 622. 
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contrived consumer versus producer myth. 
Stated baldly, the federal regulation of in- 
dependent natural gas producers is “essen- 
tial” only to the utilities, so that their com- 
petitive position may be maintained at the 
expense of the natural gas producer. The 
utilities are seeking to have the supply con- 
tracts, on which the industry has been 
built, abrogated by federal power so that 
the producer can be forced to absorb the 
utilities’ costs. 


[ should be noted that the distributing 
utilities’ plea for federal regulation 
omits any reference to lower domestic con- 
sumer rates as among their purposes. The 
dark threat of being “priced out of the 
market” refers to the industrial market, 
not the cook-stove and water-heater mar- 
ket of the housewife, and is, in effect, a 
bid by the utilities to have Congress per- 
petuate artificially and arbitrarily a com- 
petitive advantage over coal, fuel oil, and 
other sources of energy. In other words, 
the utilities want gas field prices made 
lower so that they may sell greater vol- 
umes at their lowest rate, rather than for 
the purpose of reducing their highest rates 
—the rates which consumer families pay 
for home use. 
Semanticists notwithstanding, the po- 
litical choice—and the real choice—is not 


“Since 1949, committees of both houses have consistently rec- 
ommended passage of legislation such as that now pending 
each time the Natural Gas Act has been reviewed and studied. 


There has never been a serious effort to advance any alternative 
policy for congressional consideration. There has been—and 
there is now—a powerful effort to prevent Congress from de- 
claring any policy at all. Supreme Court decisions have cloud- 
ed and confused the limitations on federal authority laid down 
in the jurisdictional section of the Natural Gas Act.” 
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between producer and consumer, but, 
rather, it is between producers and utili- 
ties, or, perhaps more precisely, between 
consumers and utilities. 


II. 

HE gas distributing utilities are tak- 
ing an expedient position, maneuver- 
ing to obtain a short-term advantage in a 
tightening competitive market. Their ex- 
pediency has brought the utilities into 
strange company. Long before the utility 
role was so visibly defined, however, the 
movement for federal control of natural 
gas production had its origins among the 
advocates of public ownership of natural 
resources. From this source, there has con- 
tinued to come the momentum, the doc- 
trine, the statistical exercises, and the slo- 
gan-style maxims characteristic of the ef- 
fort. It is possible, but hardly prudent, to 
assume that the end being sought today 

differs from the goal in the beginning. 
Historically, certain facts are pertinent. 
The Natural Gas Act was passed in 1938 
without fanfare, without excitement, al- 
most without interest; it was accepted as 
a noncontroversial measure, approved 
without roll calls. In an era of self-con- 
scious reform, this legislation was ap- 
proved with a noteworthy lack of ap- 
plause, for—apparently contrary to the 
prevailing trend of those times—it drew 
careful and precise lines on the limit of 
federal jurisdiction. From 1938 to 1954 
this limit stood. Then, by a divided opin- 
ion, the Supreme Court obscured the line 
in the case of certain sales by one pro- 
ducer, and the FPC elected to apply uni- 
versally the mandate which a majority of 

the commission found in that one case. 
Before that decision came, however, 
there had been an unrelenting campaign 
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against the limitations on FPC jurisdic- 
tion; not an effort to remove the restraints 
by affirmative legislation, but, rather, a 
campaign to confuse the legal language 
and resist congressional clarification. This 
pattern persists unchanged to the present. 


HE public has never been given a 

straightforward picture of what fed- 
eral controls over gas production would 
mean or involve. Proponents of that cause 
have rallied support negatively, portray- 
ing imaginatively and quite loosely what 
producers might do if not controlled. They 
have, however, entirely failed to explain 
what they themselves would do if en- 
trusted with the powers they seek. I have 
failed to find in any of this group’s writ- 
ings or preachments a single promise of 
a benefit to consumers. The whole burden 
of their appeal is that they will not let hap- 
pen what might not happen anyway. This 
is pure demagoguery. 

Reduced to reality, the mobilization of 
consumer wrath through all the mass 
media of communication and propaganda 
has been for the purpose of preventing 
Congress from taking an action which 
would draw a line on how far the federal 
government can go into the oil and gas 
fields. The long-maintained barrier against 
federal intrusion into the realm of re- 
source production has been breached at a 
weak point in the language of the Natural 
Gas Act; the gap is open for the forces of 
public ownership to filter through. This 
is certainly no ordinary matter which 
faces the Senate now. 


III. 
Fe some, it is difficult to equate the di- 
mensions of the issue with the minute 
size of the segment of the economy direct- 
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Rate Making and Rate Freezing 


& al bes promise of a fixed consumer rate is, actually, an important and 

significant departure from the established principles of utility rate 
regulation. Traditionally, utility rates are current rates, based on the costs 
of operation under current economic conditions plus a reasonable return. 
To freeze a utility rate for twenty years, without regard to cost or current 
economics, would, in an inflating economy, be confiscatory and leave no 
room for private ownership or operation. This is exactly what is proposed 

for independent gas producers.” 





ly affected. It is well, therefore, to exam- 
ine in more detail the implications of this 
issue, 

The immediate reach of the act would 
seem, it is true, to be only one industry. 
However, for regulatory purposes, nat- 
ural gas is inseparable from oil at the pro- 
ducing level and the two fuels supply 63.8 
per cent—nearly two-thirds—of the en- 
ergy on which the American economy op- 
erates. When the arm of the governmental 
power reaches out for natural gas, it 
brushes against the jugular vein of our 
enterprise system. Control over the pro- 
duction of any resource is, inevitably, con- 








trol over its use and its users. Such con- 
trol is fundamental to a regimented econ- 
omy. 

We must recognize, also, that the future 
is built on today’s precedents. The prece- 
dent which the Supreme Court and the 
FPC have fixed in their interpretation of 
the jurisdictional clause of the Natural Gas 
Act is that those who supply a public util- 
ity become, by that one test, public utili- 
ties in their own right. 


eee gas producers are not utili- 
ties and the Supreme Court did not 
insist that they were. The essence of the 
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Phillips decision was that because a gas 
producer’s commodity might eventually in- 
fluence a distributing utility’s rate the pro- 
ducer should be regulated on a utility basis 
also. 

This is, I might suggest, closely akin to 
what some of my colleagues would regard 
as “guilt by association.” By a sort of agile 
and spurious logic, the independent pro- 
ducer is classified as a fellow traveler of 
the utilities, to be treated in the same man- 
ner. 

Obviously, this established legal prece- 
dent—albeit a classical example of double 
think—could, if universally applied, en- 
snare the whole range of our manufactur- 
ing and productive industries. The pro- 
ponents of federal regulation of gas pro- 
ducers are making a political promise to 
consumers of a fixed gas rate. To fulfill 
that promise, it would be necessary to con- 
trol all components of the consumer’s rate: 
steel, fabrication, right of way, office ma- 
chines, wages and salaries, and all else that 
constitutes 90 cents of each dollar the con- 
sumer pays. 


_ promise of a fixed consumer rate 
is, actually, an important and signifi- 
cant departure from the established prin- 
ciples of utility rate regulation. Tradition- 
ally, utility rates are current rates, based 
on the costs of operation under current 
economic conditions plus a reasonable re- 
turn. To freeze a utility rate for twenty 
years, without regard to cost or current 
economics, would, in an inflating economy, 
be confiscatory and leave no room for pri- 
vate ownership or operation. This is exact- 
ly what is proposed for independent gas 
producers. 
Field prices of natural gas have never 
reached a level of current value. On com- 
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parative basis, gas sells in the field for 
substantially less than competitive fuels. 
Likewise, on the basis of costs of discov- 
ery and development, the gas price has not 
reflected actual cost. Gas has been discov- 
ered as an incident of the search for oil; 
it has, in effect, been subsidized by oil. The 
proponents of federal regulation disregard 
this and submit, as one of the primary jus- 
tifications for such controls, the necessity 
for preventing gas field prices from rising 
to a current value. Obviously, this is arbi- 
trary, punitive, and confiscatory. It is not 
utility regulation; it is political regulation, 
leading inevitably to public ownership. 


‘Pontos this recital forward, the pro- 
ponents of federal gas controls have 
raised the specter of a zero rate base. They 
propose that the producer be allowed to 
recover the cost of his lease, drilling costs, 
and fixed equipment. After that his ex- 
pense would be fully amortized and there 
would be no base on which to fix a return 
—a percentage return on zero is zero. 
Corollary with this, the Federal Power 
Commission now holds that dedication of 
a commodity to public use supersedes and 
abrogates the terms of private contracts, 
specifically precluding the right of a seller 
to withdraw his commodity if the terms of 
his contract are breached and casting 
doubt on the seller’s right to terminate de- 
liveries after a contract has expired. In 
other words, a contract is meaningless. 
Once a producer commits his commodity 
to a public use his normal rights of owner- 
ship expire and he must continue deliv- 
eries, even if he is not being compensated 
on a current basis. 
This is not conjecture or prophecy; this 
is simply the logic of the course we are al- 
ready following. Independent gas pro- 
































ducers already are caught in this web and 
this much of it they can see, but neither 
they, the FPC, Congress, nor the public 
can say how big the web is, for nowhere 
is the pattern of this regulation described 
by law. From what is already visible, how- 
ever, no great imagination is required to 
visualize the application of this precedent 
to a greater breadth of the economy than 
natural gas. 


— there is an evident conflict be- 
tween the commission’s position and 

the established jurisdiction of the states in 
matters of conservation and taxation. If 
the powers of the states cannot prevail 
against the federal power, then the state 
commissions are reduced to subsidiary 
status, functioning as administrative agen- 
cies for the Federal Power Commission. 
There is, likewise, an obvious conflict in 
the effort to control gas without control- 
ling oil when the two are produced con- 
currently from a common well mouth. The 
FPC defines independent producers now 
as “natural gas companies,” within the 
meaning of the Natural Gas Act; that act 
requires FPC certification of the facilities 
of “natural gas companies.” Doesn’t this 
mean producers must secure certificates of 
public convenience and necessity before 
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beginning to drill or lay casing—their only 
“facilities”? What about the producer ex- 
ploring for oil who finds gas unexpectedly ? 
Must such oil producers hedge against the 
possibility by seeking certificates, too? 
Also, the act gives natural gas companies 
the awesome right of eminent domain. If 
producers are natural gas companies in the 
eyes of the law, do they not have the privi- 
lege of eminent domain in searching for 
petroleum beneath private property? 


ieee questions are pertinent and 
pressing questions. The fact that there 
are no available answers demonstrates, 
convincingly, the weakness and hazard of 
the negative case for federal controls over 
independent producers. Proponents of 
such controls have never presented a case 
for federal regulation; they have failed 
even to define what federal regulation 
should be or would be. Their whole case 
is a case against congressional determina- 
tion of federal policy. By preventing such 
congressional action, it is obvious they 
hope to achieve an extension of federal 
power which this Congress—and no other 
Congress of recent years-—would not en- 
dorse on its own merits. 
These facts represent persuasive evi- 
dence of the importance of congressional 


“THE bulk of complaints by pipelines and distributors today 
against gas field prices is a complaint against existing contracts, 
which they made. In other words, what they are seeking ts not 


federal regulation of an unregulated price, but, rather, federal 
relief from their own obligations. There is no evidence that the 
Natural Gas Act was intended to serve the interests of indi- 
vidual segments of the industry, on the contrary, there ts abun- 
dant evidence that the use of governmental power to make or 
perpetuate competitive favor is contrary to the public interest.” 
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clarification of the jurisdictional clause of 
the Natural Gas Act of 1938. 


IV. 

bee federal policy toward natural gas 

production proposed by the pending 
legislation in Congress reiterates the tra- 
ditional definition of federal jurisdiction 
which prevailed from the passage of the 
Natural Gas Act in 1938 to the Supreme 
Court’s Phillips Case decision in 1954.? 

Under that policy, federal regulation is 
attached, properly, to the interstate seg- 
ment; i.¢., the pipelines, of the producer- 
transporter-distributor sequence. This pol- 
icy gives the Federal Power Commission 
authority to control the rate at which nat- 
ural gas is sold at the city gate, or, more 
specifically, to assure that the charges for 
transporting gas from the field to the city 
are reasonable. 

Federal regulation applies to a service, 
not to a commodity; likewise, local rate 
regulation functions in the same manner. 
This is the critical area of the public in- 
terest. Service costs, unlike commodity 
costs, do not permit long-term control by 
contract. In lieu of contract, governmental 
policing is necessary to protect consumer 
interests. Where it is possible to establish 
fixed contract prices, through private bar- 
gaining, governmental policing is gratui- 
tous and burdensome. 

It should be kept in mind that under 
FPC policies, producers have been re- 
quired to enter 20-year contracts, dedicat- 
ing their reserves for two decades at prices 
arrived at on the basis of today’s values. 
This long-term dedication is held neces- 
sary to assure consumers of adequate 
supply. Whatever the necessity, no other 





2Phillips Petroleum Co. v. Wisconsin (1954) 
347 US 672, 3 PUR3d 129. 
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producer in the economy is required to 
make a comparable dedication. 

Contrary to the statements of pro- 
ponents of federal control, the pipeline is 
in no wise “at the mercy” of producers. 
The pipeline does not, as some persons 
have suggested, begin building a line at 
random, snaking about the countryside 
searching for natural gas. To build a line, 
the pipeline company must first secure 
from the Federal Power Commission a 
certificate of convenience and necessity. 
This certificate is not granted until the 
pipeline is able to show (1) that it has a 
market, and (2) that it has under contract 
sufficient gas to supply that market’s needs 
for twenty years. The producer must com- 
mit his gas, under contract, long before 
construction of the pipeline begins. 


I’ there is a “captive” in the natural gas- 

marketing process, it is the producer— 
not the pipeline, not the distributor, not 
the consumer. The distributor may use his 
facilities to distribute manufactured gas, 
and this is done. The consumer, likewise, 
elects to convert to natural gas. The astro- 
nomical expansion of the natural gas mar- 
ket since World War II has been a replace- 
ment market, in which gas has replaced 
coal or fuel oil or manufactured gas for 
home use. Gas did not “capture” the con- 
sumer, it freed him from less desirable 
fuels for which there had previously been 
no competition. 

The bulk of complaints by pipelines and 
distributors today against gas field prices 
is a complaint against existing contracts, 
which they made. In other words, what 
they are seeking is not federal regulation 
of an unregulated price but, rather, fed- 
eral relief from their own obligations. 
There is no evidence that the Natural Gas 
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Consumers Not Asking for Producer Controls 


c¢ HE demand for federal regulation clearly does not come from con- 

sumers. Those representing themselves as consumer spokesmen 
came mainly from municipal governments and state commissions charged 
with the regulation of distributing utilities; the case they made was a case 
for the utilities’ interest, not for the public interest. Through all this con- 
troversy, there have been no petitions from consumers for federal relief 
from high gas prices. There is no showing that the imaginary ‘captive 
consumers’ are being gouged; on the contrary, they are saving moncy, 





Act was intended to serve the interests of 
individual segments of the industry; on 
the contrary, there is abundant evidence 
that the use of governmental power to 
make or perpetuate competitive favor is 
contrary to the public interest. 


Stn. pending legislation is concerned, 

primarily, with the area of federal 
jurisdiction. However, for the public pro- 
tection, provisions are made to discourage 
pipelines from proposing contracts which 
would cause field prices to increase except 
by specific amounts at specific intervals. 
Pipelines would not be allowed expense 
rates above what the FPC determined to 
be the reasonable market price. The argu- 





enjoying the cheapest fuel available.” 








ment made by some that the FPC is in- 
capable of determining a “reasonable” 
price is, in itself, an argument against their 
own position, for they are arguing in spirit 
for a “political” price, presumably “less 
than reasonable.” 

The present effort to delineate federal 
jurisdiction is consistent with the original 
purpose of the Natural Gas Act. It was 
not, and has never been, construed by the 
courts to be, a price-fixing measure. There 
was no freeze imposed on any price. The 
act was made necessary by an issue of 
jurisdiction, not an issue of price, and that 
same necessity today dictates the effort to 
restore a clear meaning to the jurisdic- 
tional section of the act. 


JANUARY 5, 1956 















V. 


1 <A dispassionately, the most 

striking characteristic of the effort to 
prevent Congress from acting in this mat- 
ter is the venom of the attack upon the 
industry. The language of the obstruction- 
ists is the language of the soapbox, not the 
forums where reasonable and equitable na- 
tional policy must be made. 

“Exploitation of captive consumers,” 
“unconscionable profits,’ “windfalls,” 
“freedom to charge what the traffic will 
bear,” “gouging’’—all the rest sprinkled 
so liberally in the opposition’s literature 
reveals, I believe, that the objective is more 
punitive than protective. This is fortified 
by the inability or unwillingness of the 
various spokesmen to answer when asked 
about the hazards of confiscation, zero 
rate bases, or the other problems arising 
from the sort of unbridled administrative 
law they seek. 

The time has come in this debate for 
those opposed to the pending legislation to 
offer a precise picture of what national 
policy would be if their efforts succeed. 
A vote against the current bills is a vote for 
a form of regulation; as yet, that form 
has no substance. 


. wom Douglas, in his discourse in 

these pages, dismissed the issue of 
whether the nation should embark upon 
regulation of commodity production by 
saying “The natural gas industry is an 
industry affected with the public interest, 
and regulation has been and should con- 
tinue to be applied.” 

It is not natural gas, but the services 
connected with its interstate transporta- 
tion and distribution which are affected 
with the public interest and to which regu- 
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lation has been and should be applied. Dis- 
tributing utilities are entities in them- 
selves, organized and built to provide a 
service; they may, in most instances, use 
either natural or manufactured gas. To 
say that such enterprises are in the natural 
gas industry is as absurd as to say that 
Dixon and Yates are in the coal business 
because they use coal to operate steam 
generation plants. 

We are dealing with a segment of a 
divisible industry. Production is a seg- 
ment; so, also, are natural gasoline, car- 
bon black, helium, butane, propane, and 
countless other businesses part of this same 
industry. Production is a part of an indus- 
try, as much as appliance dealers or 
plumbers. The sweeping generalization is 
a treacherous basis for the making of fed- 
eral policy. 


) bw demand for federal regulation 

clearly does not come from consum- 
ers. Those representing themselves as con- 
sumer spokesmen came mainly from 
municipal governments and state commis- 
sions charged with the regulation of dis- 
tributing utilities; the case they made was 
a case for the utilities’ interest, not for the 
public interest. 

Through all this controversy, there 
have been no petitions from consumers 
for federal relief from high gas prices. 
There is no showing that the imaginary 
“captive consumers” are being gouged ; on 
the contrary, they are saving money, en- 
joying the cheapest fuel available. One 
pipeline alone has petitions from 140 cities 
for gas service; more than 300,000 per- 
sons in Illinois are on waiting lists for 
natural gas. The public is not persuaded 
that they will suffer from accepting such 
service. 
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The valiants out to “save” the con- 
sumer have built their own dragon. They 
can offer no evidence of an existing need 
for relief. In place of that, they conjec- 
ture what might happen if gas prices in- 
creased, and even this vision relates to the 
producer—not the consumer. We are told 
that a 5-cent increase in value of gas would 
give the industry a $10 billion windfall. 
The gas reserves, to which this figure is 
applied, will not be drawn from the 
ground through existing wells; billions 
must be spent to find and produce that 
gas. The proposition that gas be produced 
without rising costs—that exploration will 
continue unabated in 1975 at 1945 profits 
—falls flat before reasonable men. 


HERE is a final absurdity in the situ- 

ation Congress now faces. At the urg- 
ing of the distributing utilities and the 
state and municipal commissions which 
regulate them, Congress in 1954 amended 
the jurisdictional section of the Natural 
Gas Act to draw the line of FPC authority 
at the city gate. Thus, the consumer’s gas 
bill is beyond the reach of federal author- 
ity. There can be no correlation between 
what the producers receive and the con- 
sumers pay ; if field prices are depressed by 
federal power, there is no related federal 
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power to transfer the reductions to a home 
owner’s gas bill. The political promise that 
a vote against pending legislation is a vote 
to save consumers money is demagogic. 

The Hinshaw Bill, preserving the tra- 
ditional FPC lack of jurisdiction over util- 
ities, was approved nearly two years ago 
on the same set of principles as apply to 
producers. The arguments the utilities ad- 
vanced for its passage apply equally to the 
producers’ case now. By their strange re- 
versal, the utilities and their supporters 
are in the position of asking Congress to 
put a ceiling on producers’ prices to sup- 
port a floor under the utilities’ profits. In 
other words, Congress is asked to elimi- 
nate competition in the field to protect the 
monopolies in the cities. This is, surely, the 
ultimate of folly. 


VI. 


i’ the final analysis, the consumer’s in- 
terest and the national interest attach 
to supply, not the price, of natural gas. 
The resource is exhaustible; there is a 
maximum amount to be found. It has great 
worth not only as a fuel but as a raw ma- 
terial from which several thousand items 
can be manufactured. 

The consumer and the producer alike 
have a common interest in finding and pro- 
ducing the maximum potential of our re- 


“THE consumer and the producer alike have a common interest 
in finding and producing the maximum potential of our re- 
serves. As gas becomes more scarce, exploration becomes more 


costly. An arbitrary economic formula making no allowance 
for this fact will, in itself, limit the recovery of the reserves 
prematurely to the detriment of all concerned. The result would 
be, inevitably, to make natural gas more costly to the consumer. 
This is the folly of federal regulation; it cannot fulfill the 
political promise by which tt is justified.” 
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serves. As gas becomes more scarce, ex- 
ploration becomes more costly. An arbi- 
trary economic formula making no allow- 
ance for this fact will, in itself, limit the 
recovery of the reserves prematurely to 
the detriment of all concerned. 

The result would be, inevitably, to make 
natural gas more costly to the consumer. 
This is the folly of federal regulation; it 
cannot fulfill the political promise by 
which it is justified. 


HERE is a further shortsightedness in 

federal regulation. The immediate 
purpose of such regulation, as it has been 
proposed, is to protect the utility customer, 
using natural gas as domestic fuel. In this 
approach, federal regulation would be 
blind to the other uses of natural gas; the 
full weight of federal influence would be 
directed toward rushing natural gas from 
wellhead to cook stove. This would de- 
prive a vast geographic region of the 
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United States, now on the frontier of im- 
portant growth and development, of the 
use of its natural fuel to feed an expand- 
ing economy. The growth of the South- 
west would suffer and the nation would 
suffer because of it. 


flare choice is between a policy made by 
Congress or a policy made by a com- 
mission. The bills before Congress now 
represent the conclusions of our congres- 
sional committees as to the policy Con- 
gress should establish. What course the 
FPC might follow in future years is not 
known—even to the members of that 
agency. 

I believe that in this realm of federal 
policy relating to the basic energy supply 
of the nation the public interest and the 
national interest require Congress to 
specify the area of federal powers to close 
the gap which now exists in the orderly 
processes of representative government. 





a be notion that automation will wreak havoc unless the 
government cushions and curbs it is curiously old-fash- 
tioned. It is, of course, the traditional union fear of mechanical 
progress. The fear has been shown to be baseless with monotonous 
regularity ever since labor-saving devices were introduced. Auto- 
mation is simply a further important development of that process. 
It is surely a strange coincidence that the gradual spreading of 
automation is being accompanied by the highest levels of employ- 


ment in history. 


“The surest way to inhibit the benefits of automation is, in fact, 
to put it directly or indirectly under government control. Automa- 
tion will result in shorter workweeks, for example, as increasing 
mechanization always has. But it will do nobody any good to have 
the government decree a shorter workweek before the economy 


is prepared for it. 


“Automation should also bring lower prices, as mechanization 
historically has. If the government tries to intervene in this field, 
however, there is no reason to suppose the consequences will be any 
less stultif ying than they have been in the past.” 
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—EDITORIAL STATEMENT, 
The Wall Street Journal. 



































Human 








Relations in the 


Utility Business 


People are important in all forms of business public relations, 
regardless of whether the industry is a utility or not. But public 
utilities have a special stake in the emphasis on human relations 
by very reason of the lack of direct service competition which 
nonutilities face and for which commission regulation must be 
a substitute. The cultivation of good public relations, therefore, 
must do extra duty for the public utilities in assuring them of con- 
tinued good will of customers, investors, employees, and the general 
public. 


By R. G. RINCLIFFE* 
PRESIDENT, PHILADELPHIA ELECTRIC COMPANY 


HE facts and figures found in a util- 

ity company’s annual report and fi- 

nancial statements tell only part of 
the story of that business. Another part, 
one which to a great extent determines 
these facts and figures and gives them 
point and purpose, involves the human 
aspects of the utility business. Included 
are the many and varied, always impor- 
tant, relationships with people as cus- 
tomers, as employees, and as stockholders. 


Customer Relations 


Customer good will must be earned in 
day-to-day operations. Good customer re- 
lations are not a vague high-sounding 





*For additional personal note, see “Pages with 
the Editors.” 





purpose but a practical operating principle. 
The electric utility business is primarily 
the selling of service, not just the selling 
of so many kilowatt-hours of electricity 
or Btu’s of heat, the dependable supply of 
which is taken for granted. A utility com- 
pany must serve customers well in all per- 
sonal dealings, when customers telephone 
or write or deal with employees in offices 
or in the customers’ homes or places of 
business. For many customers, the em- 
ployee they talk with is the company. How 
interviews are handled is, therefore, an 
important factor in customer attitudes 
toward the company. 

Philadelphia Electric Company pio- 
neered in the handling of customer con- 
tacts by establishing a separate depart- 
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ment with employees thoroughly trained 
to insure a high standard of customer 
treatment. These employees serve as the 
customer’s representative within the com- 


pany. 


| ca call from a customer is an oppor- 

tunity to do a good service job. Ap- 
proximately 2,000,000 calls are received 
each year by Philadelphia Electric. In- 
cluded are orders, inquiries, and some- 
times even criticisms or complaints. These 
calls come directly to customer service 
personnel, thus avoiding the hazard of 
misdirected or transferred calls. These 
employees are carefully trained in tele- 
phone interview techniques, and strive al- 
ways for accuracy, courtesy, and a prompt, 
effective follow-through. 

Training of telephone personnel in- 
cludes not only the necessary information 
to handle a wide variety of calls, but the 
“know-how” to make a telephone call a 
pleasant contact. Philadelphia Electric ac- 
quired this “know-how” by monitoring 
and analyzing literally tens of thousands 
of telephone calls from customers. Proven 
good practices have been incorporated into 
model conversations which illustrate all de- 
sirable courtesies, practices, and attitudes 
of service essential to the satisfactory con- 
duct of customer interviews. 

The extensive training received by the 
company’s telephone specialists and their 
devotion to the ideal of service proved of 
inestimable value when Hurricane Hazel 
ripped through the Philadelphia area in 
October, 1954. Their job was an important 
one. For the thousands of customers who 
were deprived of vital electric service, this 
group was the only contact with the com- 
pany. The same question was asked time 
after time, after time, with monotonous 
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regularity. All wanted to know, “When 
will our electricity be back on?” Despite 
long hours and frayed nerves this ques- 
tion had to be answered with patience, 
tact, and honesty. The job was further 
complicated by the fact that, although field 
forces were working to the limit of their 
ability and endurance, it was virtually im- 
possible to assure any individual exactly 
when his service would be restored. How- 
ever, the thousands of calls received were 
handled expertly. This phase of human re- 
lations in action contributed immeasur- 
ably to the splendid reputation earned by 
the company at the time of the emergency. 


etal thousands of letters are received 

annually in the Philadelphia Elec- 
tric commercial offices. Many can be 
answered best by telephone calls. But if a 
written reply is required, it is prepared by 
an employee trained in modern corre- 
spondence practice. Company letters must 
always be clear, concise, complete, correct, 
and courteous, and always include evi- 
dence of personal interest. 

Because of the nature of the electric and 
gas utility business, Philadelphia Electric 
employees must enter customers’ homes 
and places of business. Meter readers, 
servicemen, bill collectors, and others who 
make such calls have been instructed in 
the courtesies and tact required on cus- 
tomers’ premises. 

As a natural consequence of the great 
increase in use of appliances and higher 
average use by customers, many cus- 
tomers inquire about their bills. Inquiries 
about service costs are treated not as a 
necessary evil but as an opportunity to 
serve. A call simply to check a reading or 
a meter’s accuracy might satisfy the com- 
pany that it is right, but such calls leave 
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the customer still in doubt. Therefore, 
representatives are trained to analyze the 
customer’s use. The result of this practice 
is not only the reduction of future com- 
plaints, but continued full use of appli- 
ances. 

These details illustrate how Philadel- 
phia Electric carries out in its everyday 
operations a sound philosophy of cus- 
tomer relations. Increasing good will is 
earned by constantly improving the way 
the company does things that affect cus- 
tomers. 


Employee Relations 


N° matter how much concern manage- 

ment has about good public rela- 
tions, policies cannot be effective unless 
employees share management’s attitude 
and interest in the job of providing good 
service. Philadelphia Electric’s employees 
are well trained to do their jobs. Also, they 
are well informed on company policies and 
practices, which makes them competent to 
be real representatives of the company, 
and helps to create good public relations 
as well as good employee relations. 

What a utility employee says about his 
or her company is generally accepted as 
“inside information.” Therefore, the im- 
portance of a company information pro- 
gram cannot be overestimated. Supported 
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by clear, accurate facts, employees can 
make a favorable impression when reply- 
ing to questions by friends and neighbors, 
as well as by customers. 

Philadelphia Electric uses numerous 
means to carry company facts to employ- 
ees. Current News, the company’s em- 
ployee publication, is designed to give 
employees the latest news about policies, 
operations, special events, and their fellow 
employees. The magazine is attractive and 
has won many awards throughout the 
years, both for appearance and editorial 
content. A simulated television newscast 
is featured at monthly employee associa- 
tion meetings, where again latest company 
news is brought before employees. Bulle- 
tin boards, training programs, and infor- 
mation classes also are used to broaden 
employee knowledge of the company. 
Recently, a wallet-size card containing 
operating, financial, and historical facts 
about the company was supplied all em- 
ployees. A pamphlet containing technical 
information about company operations is 
distributed monthly to station operating 
department employees. 


oo morale also is an important 

factor in a company’s relations with 
the public, particularly for a utility. Un- 
less an employee likes the company for 


“CUSTOMER good will must be earned in day-to-day operations. 
Good customer relations are not a vague high-sounding pur- 
pose but a practical operating principle. The electric utility 
business is primarily the selling of service, not just the selling 
of so many kilowatt-hours of electricity or Btu’s of heat, the 
dependable supply of which is taken for granted. A utility 
company must serve customers well in all personal dealings, 
when customers telephone or write or deal with employees in 
offices or in the customers’ homes or places of business.” 
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which he works, and the people with 
whom he works, he is not apt to convey a 
favorable impression to the public. There- 
fore, it is desirable to create an esprit de 
corps embodying a feeling of fellowship 
among employees, and a feeling of mutual 
interest and faith in the company for 
which they work. To create an atmosphere 
for the development of such a spirit, Phil- 
adelphia Electric encourages employees to 
meet and enjoy life together at the com- 
pany’s pleasant, attractive country club, 
which features an excellent 18-hole golf 
course, and at company functions such as 
employee meetings and department par- 
ties and picnics. PE has evidence of the 
success of this program in the many 
workday friendships among employees 
which carry over into after-hour activities. 


- is a fundamental policy at Philadel- 

phia Electric that the company should 
have a relatively small organization of 
well-paid busy people, rather than a large 
organization of lower-paid employees. 
The company has one of the highest wage 
scales of any utility, and yet one of the 
lowest ratios of labor costs to revenue. 
Though wage rates have more than 
doubled since the war, the company has 
been able to absorb most of these increased 
costs through expanding volume and in- 
creased operating efficiencies. But wages 
alone do not produce successful employee 
relations. There also are many other fac- 
tors that make Philadelphia Electric Com- 
pany a good place to work. An indication 
of this is the fact that more than 2,700 
employees, or approximately one out of 
three, have twenty-five or more years of 
service. 

The privileges and benefits enjoyed by 
employees over the years have been estab- 
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lished progressively. Once established, not 
one of the benefits or privileges has ever 
been withdrawn. Management is continu- 
ally reviewing and studying improvements 
in working conditions. 


Pension Plan 


AY example of this is the Philadelphia 

Electric pension plan, which has been 
improved from time to time, over the 
years, since it was first adopted in 1911. 
Briefly, the plan provides for an annuity 
equal to 2 per cent of earnings for each 
year of service, with retirement at age 
sixty-five for men having twenty years of 
service, or age sixty for women. It includes 
provisions permitting early retirement 
and also the election of a contingent an- 
nuity for the benefit of a surviving wife 
or dependent. Financial provision has 
been made on an actuarial basis through 
a trust fund, administered by a trustee, 
with investment policy under the direc- 
tion of the company. 


Employee Stock Plan 


—- example of employee benefits 
is the employee stock purchase plan, 
under which two offerings have been 
made, in 1949 and 1953, and a third is 
planned for this fall. These offerings em- 
body several unusual features; but one in 
particular aroused enough interest to be 
adopted by some other companies. That 
feature was the use of a bank loan ar- 
rangement which permitted employees to 
pay for their stock fully at the time of 
subscription, partly with a cash down pay- 
ment and partly with a bank loan, the loan 
being paid off subsequently with dividends 
and by payroll deductions. 
Employees thus became voting stock- 
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Hallmark of a Company’s “Character” 


CC Fema utility's human relations represent the character and per- 

sonality of the company, and the human side of its dealings with 

customers, employees, and stockholders is of essential importance in deter- 

mining the degree of success tt shall attain. By being sincere in its deter- 

mination to seek improvement, and being willing to submit policies and 

practices to review and critical analysis, a company can earn loyal public 
support.” 





holders at once and also received the bene- 
fit of dividends on their stock in shorten- 
ing the period of payroll deductions. 
While the loan was an individual obliga- 
tion of each employee, the company paid 
the bank’s service charges on the loan, in- 
cluding interest and group insurance. This 
insurance paid off the loan balance for any 
employee who died during the payroll de- 
duction period. This provision was most 
helpful in many instances. 


HILADELPHIA EL ectric has felt for 

some time that it is healthy for employ- 
ees to have a financial stake in the business 
where they earn their livelihood. It also is 
felt that this should be entirely a personal 
choice, and therefore it is made clear to 
employees that they are under no obliga- 
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tion to participate. We further believe that 
participation should be limited to amounts 
that employees can handle conveniently 
out of earnings without overextending 
themselves. Thus, the plan has been pre- 
sented as a convenient opportunity for 
employees who wish to avail themselves 
of its benefits. 

The initial employee offering in 1949 
was made in response to employees’ re- 
quests, giving them the opportunity to buy 
shares not taken up by stockholders under 
a rights offering. The employees oversub- 
scribed and the available shares had to be 
allocated. 

Subsequently, in 1953 the stockholders 
approved a plan to make a block of 300,- 
000 shares available for sale to employ- 
ees, at a discount of not more than 15 per 
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cent below market. In that same year, an 
initial employee offering of 100,000 shares 
was made under this new plan. Over 105,- 
000 shares were subscribed, so steps were 
taken to permit the sale of the larger 
amount without allocation. Payroll deduc- 
tions for these shares were completed in 
March, 1955. 

More than 3,200 employees, represent- 
ing about 40 per cent of all personnel, are 
stockholders. The shares held by employ- 
ees now have a market value of about 


$8,500,000. 


Dealer Plan 


HILADELPHIA ELectTrRICc also is mind- 

ful of relations with the financial com- 
munity. Last year a dealer compensation 
plan was adopted in connection with a 
rights offering of common stock. From 
past experience we had observed that se- 
curity dealers do a lot of work in handling 
rights, without compensation. It was felt 
that they should be paid for services 
rendered. 

Nearly 400 dealers worked under the 
plan to account for 44 per cent of all 
shares subscribed. They were pleased with 
the plan and the company was highly 
gratified with the results. 


Stockholder Relations 


HILADELPHIA ELEcTRIC also is con- 

cerned with stockholder relations. In 
corresponding with stockholders and in 
keeping them informed of progress of the 
company, courtesy, thoroughness, and at- 
tractive presentations are of paramount 
importance. Philadelphia Electric has re- 
ceived numerous awards for its annual re- 
ports. Such honors are accepted with 
pride. However, the primary purpose of 
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the extensive care and effort which go into 
the production of these publications is to 
earn the confidence, respect, and loyalty 
of stockholders. 


A full-color, sound motion picture is 
produced annually by the company for 
presentation at the PE annual meeting for 
stockholders. These pictures, which are 
rated among the best industrial films pro- 
duced, bring the company to life for in- 
vestors who attend the annual meetings. 
They can see for themselves how their 
money is put to work. They see how it 
provides jobs, how it makes life easier and 
more enjoyable through the benefits of 
modern electric living, and they see how 
it is put to work to earn them a fair re- 
turn on their investment. Great care goes 
into the making of these motion pictures, 
which also are shown at employee func- 
tions and before interested groups 
throughout the company’s service area. 

Half of the company’s more than 100,- 
000 stockholders live in the Philadelphia 
area and also are PE customers. Proxy 
solicitation offers an opportunity for com- 
pany personnel, who are trained in deal- 
ing with people, to contact the stockhold- 
ers. At our last annual meeting, 80 per 
cent of our shares were represented. 


Community Relations 


I’ addition to relations with customers, 

employees, and investors, large corpo- 
rations today must recognize their im- 
portance to the communities of which they 
are a part. Community relations are vital 
in a company’s human relations program. 
Philadelphia Electric, for instance, as- 
sumes a role of leadership in any effort it 
considers of benefit to the Philadelphia 
area. 

















In 1951, PE launched a full-color na- 
tional and international advertising pro- 
gram to tell the nation and the world of 
the many advantages to be found in the 
Philadelphia area. Other leading busi- 
nesses in Philadelphia gave support to the 
program, resulting in a wave of interest 
in the port of Philadelphia and the rapid 
industrial expansion in the Delaware val- 
ley. Many letters of commendation have 
been received by the company. 

Philadelphia Electric participates in 
many community activities, such as patri- 
otic celebrations, and lends its support to 
charitable drives and other worth-while 
campaigns. Employees are encouraged to 
take part in civic affairs. Literally, hun- 
dreds of them are engaged in various ac- 
tivities that range from helping in neigh- 
borhood affairs to active participation in 
important positions in community activ- 
ities, such as the United Fund or Com- 
munity Chest, the Red Cross, and the Sal- 
vation Army. 


HE company also opens its doors to 

its neighbors, and invites them to see 
the vast amount of planning, effort, and 
investment that are necessary before they, 
our customers, can turn darkness to light 
at the flick of a switch. Schoolteachers and 
students particularly are invited to visit 
company offices and plants so that they 
can learn more about how electricity is 
produced and how the American business 
system functions to the advantage of the 
public in general. 

The company co-operates with officials 
of municipalities it serves in such matters 
as civil defense and air pollution control. 
PE maintains neat and attractive build- 
ings and installations, and encourages 
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neatness and courtesy on the part of all 
employees. In brief, Philadelphia Electric 
does everything possible to be a good 
neighbor. 

However, all efforts to supply good util- 
ity service and to be a good neighbor are 
in vain unless they are recognized and 
appreciated. Communication is essential in 
successful human relations. Facts must be 
brought to the attention of the public, for 
it is with facts that misunderstandings are 
corrected and potential friends form 
definite ideas about a company. Philadel- 
phia Electric carries on a continuing pro- 
gram to inform the public of its efforts to 
provide utility service as nearly perfect as 
is humanly possible, and gives wide pub- 
licity to its preparations for expanded use 
of electric power in the future. The PE 
message is carried to the public through 
news releases, paid advertising, and 
through industry association activities. 


Conclusion 


_ utility’s human relations rep- 
resent the character and personality 
of the company, and the human side of its 
dealings with customers, employees, and 
stockholders is of essential importance in 
determining the degree of success it shall 
attain. By being sincere in its determina- 
tion to seek improvement, and being will- 
ing to submit policies and practices to re- 
view and critical analysis, a company can 
earn loyal public support. Through its hu- 
man relations, a utility company should 
seek to install confidence in the way it does 
business, for its future rests on its integ- 
rity and public acceptance of the fact it is 
determined to be a good corporate citizen 
and maintain the highest standards of 
service possible. 
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Backstage Gas Bill Battle 


o_o are confused over the effect 
of the recent decision of the U. S. 
circuit court of appeals for the District 
of Columbia in the Panhandle Eastern 
Case on the chances for Senate approval 
of the Harris-Fulbright Bill. But they 
seem agreed that there will be some effect. 

Here we have a situation where the 
Senate approaches the House-approved 
legislation (to exempt gas producers from 
general FPC jurisdiction) with opposing 
forces in almost even balance over the long 
range. And what happens? Well, one of 
the best arguments for defeating or de- 
ferring action on this bill—which would 
virtually annul the U. S. Supreme Court 
decision in the Phillips Case—is the ap- 
peal based on a presumption of FPC rea- 
sonableness. (See, also, page 13.) 

The commission, it has been urged, is 
an intelligent and responsible group. It did 
not even want to exercise jurisdiction over 
the producers until the U. S. Supreme 
Court forced it to do so (in the Phillips 
decision). And when it did come to grips 
with the problem of regulating rates based 
on production facilities, it has been pointed 
out, the FPC approached the problem 
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Washington and 


the Utilities 


realistically. In the Panhandle Eastern 
Case it departed from the traditional strict 
adherence to the original cost rate base and 
adopted “field price” for production facili- 
ties. And so it has been urged in some 
quarters that legislation to annul the Phil- 
lips Case and destroy FPC jurisdiction 
over the independent producers is not nec- 
essary. It is contended that the FPC real- 
izes its obligation to protect consumer in- 
terest over the long run and will do nothing 
to injure the producers by unwise restric- 
tive or even punitive rate regulation. 


N™ along comes the U. S. circuit 
court of appeals, in an opinion by 
Judge Fahy, and sets aside the commis- 
sion’s decision on this very point of fair 
price. The case was remanded for further 
consideration by the commission “not in- 
consistent” with Judge Fahy’s opinion. 
And Judge Fahy seems to be of the opin- 
ion that it is the “primary” aim of the 
Natural Gas Act to guard the consumer 
against excessive rates. 

Fahy’s opinion did not actually outlaw 
any departure from the traditional cost 
basis or “rate base” approach in fixing 
rates. But he made it pretty clear that the 
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commission would have to give good and 
ample reasons for such departure and 
show that the “end result’”’ would be equal- 
ly advantageous to the consumer as the 
traditional rate-making formula. 

The fact is that the Natural Gas Act 
says nothing at all about “excessive rates” 
or any requirement to insure “low rates.” 
Instead it uses the criterion of “fair and 
reasonable rates,” which did not impress 
the judge. 

Anyway, the proponents of the Harris- 
Fulbright Bill are now in a position to 
say “We told you so.” Producers are al- 
ready taking fire over the implication of 
the Fahy opinion that the FPC is only 
justified in departing from a rate base 
formula when the end result would pro- 
duce even lower rates for the consumer. 
It is just such heads-I-win-tails-you-lose 
reasoning which caused much consterna- 
tion and agitation among the producers in 
the first place. Now they are saying, in 
effect, “Maybe the FPC is a safe and sane 
body. But can we trust the federal courts?” 

In other words, the producers are sug- 
gesting that the Panhandle Eastern deci- 
sion clearly shows the importance and 
necessity of removing the whole process 
of producer rate making from the domi- 
nation of judicial rate making which they 
regard as likely to be oppressive, if not 
capricious, especially since the Phillips 
decision. 


Ov the other hand, opponents of the 
Harris-Fulbright Bill are likely to 
explain the U. S. circuit court of appeals 
decision as more evidence that the con- 
sumer needs protection. The fact that the 
FPC has attempted, in their view, to make 
a “short cut” by substituting field price for 
the rate base approach never was accepted 
enthusiastically in the gas consumers’ 
camp. If the rate base was good enough 
for the distributors and the pipelines, they 
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argued, it ought to be good enough for 
the producers. 

The old Ferguson Bill in the 83rd Con- 
gress and its counterparts in the present 
Congress are evidence of this sentiment. 
In short, they take the position that con- 
sumers are entitled to full-scale regulatory 
protection, including judicial supervision, 
along the same line and according to the 
same rules now employed for the pipelines 
and the distributors. 


> 


Pressures Building Up 


M° of the coming debate in the Sen- 

ate over the Fulbright Bill (S 1853) 
will probably center around the alternative 
effects of passage or nonpassage. It is con- 
ceded that the Senate has only to approve 
legislation, similar to the House-passed 
Harris Bill (HR 6645), to avoid the ne- 
cessity of a congressional conference—on 
such legislation to exempt producers of 
natural gas from most forms of FPC regu- 
lation. Proponents anticipate no White 
House opposition. Senators, recognizing 
that their action will in all probability 
affect use and production of natural gas 
for some years to come, must decide be- 
tween conflicting claims as to what will 
happen to the flow of gas in interstate 
commerce. 

Producers, state conservation commis- 
sion officials, and other parties concerned 
with the producing interests are pressing 
arguments upon Congress to the effect that 
much less gas will flow in interstate com- 
merce if passage is blocked. The state con- 
servation groups have authority to cut back 
allowable production quotas in the inter- 
est of conservation of natural resources. 
Producers have said that they would con- 
centrate on markets within the producing 
states, as demonstrated in a report by the 
Texas Company, in which it was said that 
“new commitments of natural gas to inter- 
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state pipelines have been shelved,” since 
the FPC assumed jurisdiction over the 
natural gas producer. 

In recognition of this fact, James F. 
Oates, Jr., chairman of the Peoples Gas 
Light & Coke Company, told a meeting of 
the New York Society of Security Ana- 
lysts recently that these controls have 
themselves had “a deterrent effect on the 
ability to buy gas” and have caused in- 
creases in purchase prices. Oates said that 
while producers may be exaggerating 
claims, it may be some time before natural 
gas will be on the market in “substantial 
quantities” if the bill is not passed. 


eee head of the Council of Local Gas 
Companies, John Heyke, president of 
the Brooklyn Union Gas Company, con- 
tends that gas allowables will not be cut 
back. He said: 


Even though the producers might re- 
quest such action, it is inconceivable to 
me that the government of any state 
would be willing to sacrifice the inter- 
ests of 20,000,000 Americans in order 
for a small group of companies to grab 
additional millions of dollars. 


What will happen if Congress succeeds 
in removing producers from most FPC 
jurisdiction is equally cloudy. Opponents 
of the legislation insist that prices to the 
consumer will skyrocket. The producers 
admit that prices might rise somewhat in 
the short run, but claim that such increases 
are required to maintain exploration for 
new reserves. In the long run, they main- 
tain that the consumer will pay less for a 
more assured adequate supply of gas. This 
picture is further complicated by the un- 
certainties of surviving FPC regulatory 
jurisdiction (and inevitable litigation), 
even under the terms of the pending legis- 
lation. How far FPC might go in assert- 
ing jurisdiction over escalation clause con- 
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tracts, and how it might interpret and de- 
velop the “reasonable market price” stand- 
ard set up by Congress, are questions that 
have not yet received much attention. 


* 
Special Counsel for AEC? 


HE “demands” of Senator Anderson 
(Democrat, New Mexico) for special 
counsel to defend the Atomic Energy 
Commission from the court of claims suit 
brought by the Dixon-Yates interests are 
not being taken too seriously. Anderson 
claims that the Justice Department law- 
yers who would ordinarily represent AEC 
already have indicated, in previous state- 
ments, their belief that the Dixon-Yates 
contract was a reasonable one on its merits. 
Therefore, he argues that Justice De- 
partment attorneys may put up no more 
than a “milk toast” defense, even though 
the AEC’s present position is that it has 
no right to pay damages for cancellation 
of the Dixon-Yates contract because of 
alleged conflict of interests. 

But the Attorney General, under the 
Constitution, is supposed to represent the 
government. And the Justice Department 
would take no more kindly to the implica- 
tion that its professional representation of 
the government’s interests would even be 
lackadaisical or incompetent than would 
a senatorial committee if similar insinua- 
tions were made about a committee coun- 


sel. 
* * * * 


CorRECTION: In this department, issue 
of December 22, 1955, by a typographical 
omission, there was an erroneous attribu- 
tion of a statement to John Heyke, presi- 
dent of the newly formed Council of Local 
Gas Companies, to the effect that “There 
will be high-pressure, expensive advertis- 
ing campaigns,” etc. The statement should 
have read, “There will be xo high-pressure, 
expensive advertising campaigns,” etc. 











le 
al 


1- 


il 


= 


Sy 











Communication 


Half of Farms Have Phones 


HE United States Department of 

Commerce on December 8, 1955, re- 
leased the results of the 1954 census of 
agriculture compiled by the Bureau of 
Census. It shows that 4,782,393 farms 
enumerated in 1954—slightly less than 
half, or 48.8 per cent (numerically 2,331,- 
709)—reported having telephones. 

The proportion of farms with tele- 
phones was 10 per cent higher in 1954 than 
in 1950. Notwithstanding the increase 
from 1950 to 1954 in the number of farms 
with telephones, there were fewer farms 
with telephones in 1954 than in 1920. 
However, the percentage of farms with 
telephones was 48.8 in 1954 as compared 
with 38.7 in 1920. The proportion of 
farms with telephones was higher in 1954 
than in 1950 in every state. The percentage 
of farms with telephones doubled between 
1950 and 1954 in six states. 

The number of 1954 farm telephones 
was 10 per cent higher than in 1950, and 
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represents more than 25 per cent increase 
over 1920 when 38.7 per cent of the farms 
had telephones. Due, however, to the con- 
stantly declining number of farms, the 
Census Bureau estimates that numerically 
there were actually fewer farms with tele- 
phones in 1954 than in 1920, notwith- 
standing the improvement of the percent- 
age. 

The state-by-state analysis shows a wide 
regional variation. The seven highest 
states (Connecticut, Delaware, Iowa, 
Massachusetts, New Jersey, New York, 
and Rhode Island) are all in excess of 80 
per cent. The lowest five states (Alabama, 
Arkansas, Mississippi, North Carolina, 
and South Carolina) have less than 20 per 
cent. The proportion of farms with tele- 
phones was higher in 1954, however, than 
in 1950 in every state and the percentage 
doubled during that period in six states. 

Background comparisons of farms re- 
porting telephones were indicated in the 
following table: 


Per Cent of | Increase (+) or Decrease (—) 

Year Number All Farms umber Per Cent 
1954 2,331,709 48.8 +274,153 +13.3 
1950 2,057,556 38.2 +191,447 +10.3 
1945 1,866,109 31.8 +339,155 +22.2 
1940 1,526,954 25.0 —612,240 —28.6 
1930 2,139,194 34.0 —359,299 —14.4 
1920 2,498,493 38.7 cae a 
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HE same census reported 4,448,462 

farms, or 93 per cent of all farms, 
have electricity. Almost 4,000,000 farms 
have obtained electricity since 1920, and 
of these about 2,500,000 have obtained 
electricity since 1940, The percentage in 
1920 shows only 7 per cent of the farms 
had electricity. In 1940 only one-third, or 
33.3 per cent, had electricity. Ten years 
ago, according to the 1945 census, not 
quite one-half, or 47.6 per cent, had elec- 
tricity. But by 1950 electrified farm per- 
centage had risen to 78.3 per cent and as 
of the end of 1954 it had climbed to 93 
per cent, or approximately 12 out of 13 


farms. 
- 


ODM to Conduct Spectrum 
Study 


pee Office of Defense Mobilization has 
begun a joint co-operative study with 
the Federal Communications Commission 
of the very high frequencies of the radio 
spectrum to the end that the greatest na- 
tional interest may be served. It is in this 
area of the spectrum that telephone-tele- 
graph companies have had their differ- 
ences with other industries on the alloca- 
tion of frequencies. 

The new higher level study, while prob- 
ably concerned chiefly with defense re- 
quirements, may have the temporary re- 
sult of holding up immediate FCC de- 
cisions on contested frequency allocations. 
The ODM study group will include par- 
ticipation by the FCC, Defense Depart- 
ment, and Commerce Department. 

The chairman of the ODM study group 
is Major General Jerry V. Matejka, USA 
(Ret.), assistant to the director for tele- 
communications, ODM. Members are: 
Federal Communications Commission 
Chairman McConnaughey; George T. 
Moore, Assistant Secretary of Commerce 
for administration; and George B. Lar- 


JANUARY 5, 1956 


36 


kin, staff director of communications, Of- 
fice of the Assistant Secretary of Defense. 

The function of the group is advisory 
only and its findings will be reported 
initially to the Director of Defense Mo- 
bilization. Any actions which might sub- 
sequently result will be taken by the 
agencies charged with legal responsibilities 
in such matters. The increasing complexi- 
ties in the use of the limited very high 
frequency spectrum have made such an 
inquiry desirable by the two government 
agencies having jurisdiction over fre- 
quency allocations. This is the first time 
that such a joint inquiry is to be made by 
them. Some of the problems requiring 
analysis will be the effect of frequency 
shifts on national security, the estimated 
cost of making such shifts, the availability 
of equipment, and the time required for 
making changes. 

¥ 


Judicial Rate Making? 


fp TELEPHONE rate increase of $7,- 
000,000 a year for the Indiana Bell 
Telephone Company was upheld recently 
after two failures of the commission to 
satisfy a lower court as to the fairness of 
its rate making. After the commission 
granted the utility a $730,000 annual rate 
boost on May 31, 1951, the company im- 
mediately appealed to the Marion circuit 
court. Subsequently that court set aside 
the commission’s action as “unlawful and 
procured by unlawful means,” and issued 
a permanent injunction allowing $1,561,- 
000 in addition to an earlier $5,400,000 in- 
crease. This total $6,961,000 rate hike 
went into effect in July, 1952. The com- 
mission appealed to the highest state court. 

The latest decision of the state supreme 
court is believed to better chances of rate 
appeals being taken by Indiana Public 
Service Company and another Indiana 
Bell Case (Shelby county). 
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Financial News 
and Comment 


By OWEN ELY 


Gas Industry Plans Big 
Expansion Despite 
Regulatory Impasse 


7 regulatory uncertainties, the 

natural gas industry is proceeding 
with substantial construction plans. It is 
interesting to note, however, that some of 
these plans now involve gas to be obtained 
from Canada and Mexico—which may 
avoid some future headaches over pos- 
sible regulation of producers. 

Pacific Northwest Pipeline Corporation 
of Houston was authorized on November 
25th by the Federal Power Commission 
to build facilities in Oregon to receive at 
the Canadian border from Westcoast 
Transmission Company some 300,000,000 
cubic feet of gas daily (200,000,000 
initially) from the Peace River area of 
Alberta and British Columbia. Gas is ex- 
pected to flow about November 1, 1957, 
after both companies have completed their 
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construction programs, Pacific Northwest 
will build 955 miles of new pipeline, cost- 
ing $28,550,000, while the Westcoast pro- 
gram (also designed to serve gas in British 
Columbia) will cost about $153,000,000. 

Pacific Northwest had been authorized 
in June, 1954—after a long contest over 
U. S. versus Canadian gas—to build a 
$160,000,000 1,400-mile pipeline system 
to obtain 343,000,000 cubic feet of gas 
daily from the San Juan basin in Colo- 
rado and New Mexico. With the added 
gas to become available from Canada in 
two years, the company’s capacity will be 
almost doubled at an extra plant cost of 
only about 20 per cent. 


_— Pacific Northwest area will now 
have an ample supply of gas, which 
will have to compete in some cases with 
very cheap electricity. (Many homes and 
stores are heated electrically.) Thus the 
new gas supply may be used more for in- 
dustrial than residential use. Gas here will 
have a real advantage, however, in that 
the field purchase cost will remain fixed by 
contract for twenty years, with no pro- 
vision for escalation (unlike conditions in 
most of the United States), according to 
The New York Times. 

Westcoast will eventually have a pipe- 
line capacity of 660,000 million cubic feet 
and will serve about 400,000 Canadians, 
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in addition to the amount sold to Pacific 
Northwest. 

Pacific Petroleum, Ltd., one of the prin- 
cipal owners of Westcoast, will continue 
its exploration for gas in the Peace River 
area, where it has 100 wells. The Alberta 
Conservation Board recently announced 
that reserves now total 15,600,000,000,- 
000 cubic feet, of which about 6 trillion 
will be needed for local use. 

The financing program of Westcoast, 
being developed by a syndicate headed by 
Eastman, Dillon & Co., as well as by a 
Canadian group, has not yet been complete- 
ly developed at this writing but is expected 
to ‘‘jell” shortly. According to Dow-Jones, 
the $153,000,000 cost will be raised by 
sale of $83,000,000 first mortgage bonds 
to be sold to Metropolitan Life Insurance 
Company and other institutions, $29,500,- 
000 bank loans, $20,500,000 subordinated 
debentures, and some $20,000,000 com- 
mon stock. The public financing will con- 
sist of units, each of which will include 
a $100 debenture and three common 
shares, at $115 per unit, it is reported. The 
Pacific Petroleum group will retain a con- 
trolling equity interest. 


HE FPC also has authorized El Paso 

Natural Gas to spend $194,000,000 
to construct a 413-mile pipeline from San 
Juan to the Arizona-California border, 
making more gas available to its customers 
in California, Nevada, Arizona, New 
Mexico, and Texas. This project will give 
El Paso 455,000,000 cubic feet more gas 
per day (compared with current peak load 
of 2 billion) of which 177,000,000 cubic 
feet will be sold to Pacific Gas and Electric 
(already getting two-thirds of its supplies 
from El Paso), 177,000,000 cubic feet to 
the subsidiaries of Pacific Lighting, and 
smaller amounts to other customers. El 
Paso will obtain most of its new gas from 
the San Juan and Permian basins, with 
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50,000,000 cubic feet also coming from 
Pacific Northwest. 

Plans are also crystallizing to bring gas 
east from the Alberta border to eastern 
Canada. Tennessee Gas would participate 
in the new plans by acquiring a substantial 
interest (possibly as much as a third) in 
Trans-Canada Pipe Lines, Ltd., which 
plans to build the 2,200-mile Canadian 
line. However, financing arrangements 
for Trans-Canada are not yet completed. 
It is possible that Canadian Gulf Oil Com- 
pany, which owns a large part of the re- 
serves from which the line would draw 
its supplies, may also have a participation. 
Groups previously interested in the proj- 
ect include Canadian Delhi Petroleum, 
Ltd., and several Canadian investment 
banking concerns. These various groups 
will probably receive common stock for 
expenditures already made, and stock will 
also be sold to the public. 

A stumbling block in the big Canadian 
project has been the necessity of building 
the line through northern Ontario where 
there is little demand for gas and where 
the terrain is rugged. The Canadian gov- 
ernment and the Province of Ontario are 
now reported to have agreed to form a 
company to build this uneconomic 675- 
mile section. The province will contribute 
about $35,000,000 of the $118,000,000 
total cost of the so-called “Ontario 
bridge” from the Manitoba border to 
Kapuskasing, Ontario. 


a and Trans-Canada also are 
developing large-scale plans for the 
interchange of gas at two widely separated 
points. Trans-Canada is contracting to seil 
a Tennessee affiliate 200,000,000 cubic 
feet of gas a day at Emerson, Manitoba. 
Midwestern Gas Transmission Company, 
the new affiliate of Tennessee Gas with 
headquarters in Houston, proposes to build 
a $98,000,000 1,112-mile pipeline from 








— OD we © 


rn Ss we eS 


at 
DS 
or 
ill 


ire 
‘he 
ed 
ell 
bic 
ba. 
ny, 
ith 
ild 
om 





Tennessee to Minnesota (to be completed 
in a year) to serve markets in Minnesota, 
Wisconsin, western Michigan, and east- 
ern North Dakota. Of the 400,000,000 
cubic feet to be served to this area, half 
would come from the Gulf coast via Ten- 
nessee Gas and half from Trans-Canada 
at the Manitoba border. 

At the other end of the Trans-Canada 
line, Tennessee will sell Trans-Canada up 
to 90,000,000 cubic feet a day at a point 
near Niagara Falls to initially develop the 
market area between Toronto and Mont- 
real. (Trans-Canada has a pipeline from 
the Niagara Falls area to Toronto.) Later, 
when Trans-Canada’s main line is com- 
pleted, presumably this arrangement may 
be changed. 

Another big expansion project is that 
of Texas Eastern Transmission Corpora- 
tion, which has applied to the FPC for 
permission to build a pipeline from the 
Mexican border to Beaumont, Texas, to 
bring in 200,000,000 cubic feet of gas 
from Petroleos Mexicanos, owned by the 
Mexican government. Other facilities, in- 
cluding loop lines, would bring the total 
cost to $150,000,000. Much of the gas 
has already been spoken for by the firm’s 
customers in Pennsylvania, New Jersey, 
New York, and New England. 

The FPC over a year ago gave initial 
authorization for construction of a $130,- 
000,000, 1,170-mile pipeline from Louisi- 
ana to Detroit by American Louisiana 
Pipe Line Company, subsidiary of Ameri- 
can Natural Gas. Hearings were recently 
scheduled to clear up certain phases of this 
program relating to deliveries of the gas 
to American’s subsidiaries in Michigan. 


I* the appliance field, the gas industry 
is now getting its sales program into 
high gear, aided by educational bulletins 
of AGA’s public information bureau, 
which are circulated to member companies. 
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Sample bulletins : “How to Solve an Age- 
old Problem [Garbage] in a New Way”; 
“The Appliance with Built-in Sunshine” 
[the laundry dryer]; “Questions and 
Answers about House Heating”; “Hot 
Water as You Like It”; and “Gas—the 
Ideal Household Fuel—Heats, Air Con- 
ditions Year-round.” Quoting from the 
latter bulletin: 


Handsomely and compactly styled, 
these heating-air-conditioning units can 
be installed in any room in the house. 
Even a closet will suffice. Because they 
use the same duct work and registers 
for both heating and cooling, every 
room can be air conditioned. Unsightly 
window-box type appliances, which de- 
tract from appearances of rooms and 
block off light, are no longer necessary. 
While the trend in new home construc- 
tion is definitely toward heating and 
air conditioning on a year-round basis, 
many older-type homes are installing 
these same units. 





MORE HOMES HEAT WITH GAS 
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Presumably this comment refers to the 
new Servel and Coleman projects. 

As shown in the chart on page 39, for 
the past six years homes heated by gas 
have increased at the rate of over 1,000,- 
000 a year. New installations during this 
period have surpassed the total number of 
gas-heated homes in the entire previous 
history of the gas utility industry. It is 
estimated that two and one-half million 
additional homes will be heated by gas in 
the next two years. 


i the regulatory field, interest continues 
to center in the fight over the Harris- 
Fulbright Bill. The schism in the gas in- 
dustry over this legislation, designed to 
overcome the effects of the Supreme 
Court’s decision in the Phillips Petroleum 
Case and to eliminate (substantially) the 
regulation of independent producers by 
the FPC, has become more pronounced. 
A group of East coast gas retailers has 
formed a “Council of Local Gas Com- 
panies,” headed by John Heyke of Brook- 
lyn Union Gas Company, to oppose the 
bill. Among the 40 major gas distributors 
said to be co-operating in the drive are 
Consolidated Edison, Long Island Light- 
ing, Public Service Electric & Gas, United 
Gas Improvement, etc. The council will 
push its contention that approval of the 
bill could increase gas prices to consumers 
by $800,000,000 a year, which amount it 
claims would represent a “windfall” to gas 
producers and oil interests which favor the 
legislation. It is reported that Senator 
Douglas of Illinois will head the fight 
against the bill when Congress reconvenes 
in January, while Senator Johnson of 
Texas will urge its passage. (See, also, 
page 13.) 

Meantime the FPC has continued a cau- 
tious policy with respect to its new regula- 
tory powers. Contract escalation clauses 
have been frozen; some rate increases have 
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been allowed, while in other cases reduc- 
tions were ordered in connection with pro- 
posed new contracts. However, there has 
been some indication that the commission 
will eventually (assuming that Congress 
takes no action on the pending bill) adopt 
a “fair and reasonable” test of proposed 
rate increases, or rates involved in new 
contracts, instead of using the rather 
vague yardstick of “fair field price.” Just 
what standards or tests of “fair and rea- 
sonable” the commission may evolve re- 
main undisclosed. But it appears unlikely 
that it will return to the “bare-bones” and 
“cost-of-money” ideas which prevailed at 
Washington during the Truman adminis- 
tration. 


._ FPC recently indicated that it had 
made little progress as the result of 
the general study of methods of rate regu- 
lation initiated about a year ago. For the 
present it will evidently proceed on a 
“case-by-case” basis, without establishing 
any rigid rules for settling rates of all 
producers. Recently, however, the U. S. 
court of appeals set aside that part of the 
former FPC Panhandle decision which 
concerned the “fair field” method of figur- 
ing the rate increase granted by the FPC. 
The amount at issue was $3,500,000 out 
of the total $12,800,000 allowed, repre- 
senting the difference between the rate in- 
crease as calculated on the traditional cost- 
of-production method and the results un- 
der the fair field method. The court did 
not rule out the latter method, but merely 
returned the case to the commission for 
supporting evidence in favor of its use. 
The fair field method has also been used 
by the FPC in granting a rate increase to 
El Paso Natural Gas, and has been writ- 
ten into the gas bill now pending in Con- 
gress. 

Meanwhile, the Arkansas Public Serv- 
ice Commission, which had previously 
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been considered rather severe in its treat- 
ment of Arkansas Power & Light’s appli- 
cation for an increase in electric rates, 
backed the fair field theory in the case of 
Arkansas Louisiana Gas Company and 
allowed an 8 per cent return on industrial 
gas sales—with an over-all return of only 
about 6.3 per cent, however. 


¥ 


1955 High Lights of the 
Electric Industry 


ARLLEE BRANCH, JR., president of the 

Edison Electric Institute, has issued 

a year-end review of “The Electric Indus- 

try in 1955,” which we summarize as 
follows: 

Electric sales in 1955 were up 16.6 per 
cent and generating capability 11.6 per 
cent over 1954, while during the postwar 
decade generation of electricity increased 
145 per cent and capability 140 per cent. 
Mr. Branch concluded that the industry 
will exceed its past record of approxi- 
mately doubling in size every ten years. 
Including industrial plant generation, the 
U. S. continues to produce 40 per cent of 
world output. 

Of the new generating units added in 
1955, about two-thirds were added by the 
investor-owned utilities and one-third by 
public power agencies. Of the 28,000,000- 
kilowatt projects now scheduled, however, 
only 3,500,000 reflects federal plans. De- 
spite the heavy increase in output this year 
the industry was able to maintain reserve 
capacity of about 21 per cent. 

The present construction program in- 
cludes six atomic reactors with some 900,- 
000-kilowatt capability and an estimated 
cost of over $225,000,000, or an average 
of about $250 per kilowatt (excluding 
federal contributions). The Duquesne 
plant is expected to be completed two years 
from now and the other plants between 
1959 and 1962. 
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At the beginning of the decade plant 
investment of the electric companies was 
less than $12.5 billion (after the sub- 
stantial “write-offs” made in connection 
with SEC enforcement of the Public Utili- 
ty Holding Company Act), while at the 
end of 1955 it is estimated to exceed $30 
billion. (We might comment that this 
illustrates the results of inflationary cost 
trends as well as the growth of the indus- 
try.) Expenditures averaged $2.1 billion 
a year, with about 64 per cent provided by 
new capital and the rest internally. In the 
coming decade Mr. Branch estimates that 
construction costs will average over $3 
billion a year, reaching $4 billion annually 
by the end of the period. Electric utility 
financing in 1955 included about $1,020,- 
000,000 bonds, $225,000,000 preferred 
stock, and $355,000,000 common stock. 


. is estimated that stockholders of elec- 

tric utility companies now approximate 
3,700,000. Indirectly, however, some 93,- 
000,000 life insurance policyholders and 
20,000,000 depositors in mutual savings 
banks, as well as the beneficiaries of other 
institutions which hold utility securities, 
also have a stake in the industry. Custom- 
ers of the industry totaled nearly 53,000,- 
000, a gain of over 55 per cent during the 
decade. Over 98 per cent of all occupied 
homes are now served. 

Analyzing the increase in 1955 sales: 
Residential sales were up 11 per cent and 
commercial 10 per cent, while the 24 per 
cent gain in industrial sales represented 
the sharp comeback in industrial activity, 
plus a substantial increase in atomic energy 
requirements. Reflecting the rapid increase 
in the use of major appliances and air con- 
ditioning, plus promotional rate schedules, 
the average domestic customer increased 
his use of electricity 124 per cent in the 
decade. Despite inflation the utilities re- 
duced their average kilowatt-hour charge 
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to domestic customers nearly 23 per cent 
during the decade. 

The regulatory position of the industry 
has gradually improved. Of some 454 ap- 
plications for rate increases during the 
decade, 419 were granted, 9 are pending, 
11 were withdrawn, and .15 denied. 

Revenues have increased 129 per cent 
in the decade and net income 129 per cent. 
Taxes continue to be the largest item of 
utility expense, taking nearly one-quarter 
of the utility dollar. However, customers 
of public power agencies—about one-fifth 
of the total number—escape the impact 
of taxes to the extent of over $350,000,000 
annually. 


a inflation and _ continually 
mounting wage’ rates the utilities 
were able to pass along to residential cus- 
tomers some of the benefits of increased 
plant efficiency. Fuel consumption per 
kilowatt-hour declined 27 per cent in the 
decade and one plant now under construc- 
tion may use only .6 lb. of coal compared 
with the current average of .95 lb. Trans- 
mission lines operating at 330,000 volts 
are now in use, which means about eight 
times as much capacity (with a double 
circuit) as some of the types now widely 
in use. 

Mr. Branch emphas:zed the defeat to 
socialized power in the dramatic election 
in Stevens county, Washington, on No- 
vember 22nd, when 72 per cent of the 
voters balloted in favor of a sale of the 
public utility district plant to Washington 
Water Power (instead of vice versa). The 
industry has proposed large hydro de- 
velopments on its own: Idaho Power at 
Hell’s Canyon, Alabama Power on the 
Coosa and Warrior rivers, and Pacific 
Northwest Power Company on the Snake 
river. The industry continues its fight to 
develop the Niagara Falls site, and has 
proposed a partnership with the govern- 
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ment in the Trinity river and John Day 
projects. 


| roe Ben Moreell, chairman of 
the Task Force on Water Resources 
and Power of the Hoover Commission, 
said recently: 


There is no logical reason for the 
popular appeal of the public power is- 
sue. Actually the cost of electric power 
to the average householder is about one 
per cent of his family budget. A reduc- 
tion of only 3 per cent in his tax bill 
would pay for all his power. . . . Tech- 
nically and financially there is no pres- 
ent nor prospective need for federal 
power activities. 

: ¥ 


IBA Report on Utility 


Financing 


Fen report of the public utility secur- 
ities committee of the Investment 
Bankers Association (Harold H. Young, 
chairman) was recently presented at the 
Florida convention of the IBA. Mr. 
Young pointed out that while money rates 
had hardened during the year, the financial 
requirements of the utility companies were 
supplied without undue strain or special 
incident. Demand continues good for util- 
ity mortgage bonds, since the insurance 
companies and banks which act as trustees 
for savings and pension funds have large 
funds coming into their hands to invest 
every month. The rise in money rates did, 
however, have the effect of substantially 
reducing refunding activities. Average 
yields as published by the Irving Trust 
Company have shown the following: 


10/31/55 8/31/55 10/29/54 


Bond Averages 
(bo) fe: ee 3.11% 3.14% 2.87% 
Doble A ....... 3.16 3.26 2.95 
ae 3.28 3.42 3.08 
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Preferred Stock Averages 


Group I ..s.ssss 3.96% _ 3.85% 
Group Ecce 4.06 _ 4.00 
Group TE occss 4.24 — 4.18 


HIRTY years ago, Mr. Young pointed 

out, the going rate on preferred stocks 
was a generous 7 per cent, which attracted 
many private investors, but now the de- 
mand is more institutional. He stated: 


Many institutional buyers stress the 
point that they may purchase a bond 
at the wrong phase of the money market 
and see prices decline subsequently, but 
at least their investment is restored at 
the maturity of the bond. On the other 
hand, they may purchase a preferred 
stock at the wrong time and because 
there is no obligation to retire the pre- 
ferred they may never see their money 
intact again. 

This line of approach has led to de- 
mands from some institutional investors 


FINANCIAL NEWS AND COMMENT 





for sinking funds on preferred stocks. 
A satisfactory sinking fund gives a pre- 
ferred stock some of the attributes of 
a long-term debt. For a time some of 
the utility companies provided these 
funds but, more recently, there has been 
a definite unwillingness to do this, par- 
ticularly as preferred stocks seem to be 
absorbed in reasonable amounts by buy- 
ers not insistent upon any sinking fund. 
The utility companies, in general, ob- 
ject to these funds as adding to their 
problems of raising capital. A willing- 
ness to provide these funds might in- 
crease somewhat the amount of pre- 
ferred stock money available, as many 
institutions shy away from any pur- 
chase of utility preferred stocks at the 
present time. Others like the higher 
rates available as against those on bonds 
and are fairly regular buyers. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


1954 12/15/55 Divi- 
Rev. Price dend A 
(Mill.) About Rate 
Pipelines 
$ 4 O Alabama-Tenn. Nat. Gas 18 $ .80h 
13 O Commonwealth Nat.Gas. 31 1.20 
14 O East. Tenn. Nat.Gas.... i0% .60 
44 S Mississippi Riv. Fuel .... 29 1.40 
48 S Southern Nat. Gas ...... 35 ~—- 1.80 
143 © Tenn. Gas Trans. ...... ot 1.40 
150 O Texas East. Trans. ..... 28 1.40 
68 O Texas Gas Trans. ...... 23 =: 1.00# 
63 O Transcont. Gas P. L. .. 36 1.40 
AMETABES .00'50500 
Integrated Companies 
122 S American Nat. Gas ..... 57. $2.20 
30 O Colo. Interstate Gas .... 57 1.25 
260 S Columbia Gas System... 16 .90 
9 O Commonwealth Gas ..... 74 = (a) 
10 A Gonsol. Gas Util. ....... 124 75 
213 S Gonsol, Nat Gas ....... 35 1.70 
144 S' El Paso Nat. Gas....... 47 2.00 
34 S Equitable Gas .......... 27 1.40 
12 O Kansas-Nebr. Nat.Gas.. 34 1.60 
je SS Bone Star Gos ......... 29 1.40 
22 S_ Montana-Dakota Utils... 27 1.00 
18 O Mountain Fuel Supply .. 26 1.20 
64 S National Fuel Gas ...... 21 1.00 
89 S Northern Nat. Gas...... 43 2.20 
37 S Oklahoma Nat. Gas .... 24 1.20 
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—— Share Earnings* —— Approx. 
Cur- Price- Div. Com. 
rent % In 12 Mos. Earns. Pay- Stock 

Period crease Ended Ratio out Equity 


$1.60 10% Sept. 1s 50% 42% 

2.54 Zz Sept. 122 47 

54 43 Sept. 19.4 111 14 
1.87 1 Sept. 15:5 75 54 
2.16 16 Sept. 16.2 83 26 
1.96 24 Sept. 15.8 71 20 
174 NC Mar. 16.1 80 23 
1.68 8 Sept. 13.7 59 27 
2.18 11 Sept. 16.5 ‘64 21 


15.2 71% 





$2.88 2% Sept. 19.8 76% 39% 
3.99 87 — Sept. 14.3 31 29 
1.14 34 ~— Sept. 14.0 79 42 

55 13 Dec. 13.6 — 69 

93 D5 =‘ July 13.4 81 59 
2.69 12 ~— Sept. 13.0 63 66 
2.62 24 ~—s Sept. 17.9 76 22 
1.92 3 = Sept. 14.1 73 31 
130 D24 # Dec. — 123 32 
212 23 ~—s Sept. 13.7 66 44 
1.36 1 Sept. 19.9 73 31 
150 NC Sept. 17:3 80 59 
1.56 13 Sept. 13.5 64 58 
3.64 61 Sept. 11.8 60 33 
1.80 11 Aug. 13.3 67 32 
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Panhandle East. P.L.... 79  3.00# 3. 463 NC June 
Pennsylvania Gas 3 ie : 1.79 126 Dec. 
Peoples Gas Lt. & Coke . 73 : 10.43 4 Sept. 
Southern Union Gas .... iE : 33 39 Dec. 
United Gas Corp. ....... a o Sept. 


Averages 


Retail Distrivutors 


Alabama Gas 
Ark.-Louisiana Gas 
Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas Light ... 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Central Elec. & Gas .... 
Central Indiana Gas .... 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Houston Nat. Gas 
Indiana Gas & Water .... 
Kings Co. Lighting ... 
Laclede Gas 

Michigan Gas Utils. .... 
Mid South Gas 
Minneapolis Gas 
Mississippi Valley Gas .. 
Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas ... 
North. Illinois Gas 
North Penn Gas 

Pacific Lighting 

Pioneer Natural Gas .... 
Portland Gas & Coke .... 
Portland Gas Light 
Providence Gas ........ 
Rio Grande Valley Gas .. 
Seattle Gas 

South Atlantic Gas 
South Jersey Gas 
United Gas Improvement 
Washington Gas Light .. 
Western Kentucky Gas .. 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER UTILITIES 


Share Earnings* Appros. 
1954 12/15/55 Divi- Cur- Price- Div. om. 
Rev. Price dend Approx. rent % In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate teld Period crease Ended Ratio ot = Equity 


Communications Companies 

Bell System 

Amer. T. & T. (Cons.) .. 179 
Bell Tel. of Canada 50 
Cin. & Sub. Bell Tel 92 
Mountain Sts. T. & T. .. 130 
New England T. & T.... 136 
Pacihc Tel; & Tel. ...... 133 
So. New England Tel.... 40 


0% $12.68** 7% Aug. 14.1 71% 65% 
: 2.43 5 Dec. 20.6 82 63 
5.16 26 ~=© Dee. 17.8 87 100 
24 Sept. 15.2 77 74 
June 17.5 103 64 
Aug. 13.2 70 58 
Dec. 18.3 92 60 


‘16.7 83% 


SSsssss 


NNDrANS 
oooano 


Averages 
JANUARY 5, 1956 











ee a a a er aa a 


To 




















FINANCIAL NEWS AND COMMENT 














Independents 
2 O Calif, Interstate Tel. .... 13 $.70 54% $.77(f) NC Dec. —_ — 34% 
11 O Calif. Water & Tel. .... 19 100 5.3 1.34 14 July 14.2 75% 36 
12 O Central Telephone ...... 20 1.00 5.0 1.91 34 Sept. 10.5 52 a 
2 O Chenango & Unadilla Tel. 22 126 «|. 5S 1.31 D34 June 16.8 92 48 
35 O Continental Tel. ........ az to di 1.79 37 ~—s- Sept. 17.9 56 23 
3 O Florida Telephone ...... 18 80 44 1.07 40 Dec. 16.8 75 41 
143 S General Telephone ..... 41 160 39 Zar 36 Sept. 17.7 69 34 
5 O Inter-Mountain Tel. .... 15 80 53 92 26 Dec. 16.3 86 54 
7 S Pemnsular Vel... <6<05 38 180 4.7 2.28 15 Sept. 16.7 79 46 
16 © Rochester Tél. ......... 18 100 5.6 1.63 47 Sept. 11.0 61 31 
3 © Southeastern Tel. ....... 18 90 5.0 1.36 43 Sept. 13.2 66 52 
7 O Southwestern Sts. Tel... 19 112 5.9 1.31 18 June 14.5 86 34 
24 O United Utilities ......... 22 120 55 1.60** — June 13.8 75 33 
1 O Western Carolina Tel... 15 70 83847 1.18 17 Dec. 12.7 59 §2 
10 O West Coast Telephone... 19 100 5.3 1.21 1 Sept. 1 ee 83 42 
222 S Western Union Tel. .... 21 1.00 48 1.89** 12 Dec. Wy 53 81 
Averages ........ 5.0% 14.7 72% 
Transit Companies 
13 O Cincinnati Transit ...... 54 $.30 55% $.13 D86 Dec — 231% 41% 
S © Dallas Traisits cic ciess 7 i ee 1.10 21 Dec. 6.4 2 71 
227 S Greyhound Corp. ........ 15 100 6.7 1.40 19 Mar. 10.7 71 44 
25 O Los Angeles Transit .... 15 1.00 6.7 99 D2il Dec. 15.2 99 87 
ZS (N@tl Gity Vites:. o.:0660 24 160 67 2.76 17. — Dec. 8.7 58 75 
26 S N.Y.C. Omnibus Corp.. 27 2.00 7.4 271E NA June 10.0 74 85 
13 O Niagara Frontier Transit 9 15 17 09 D95 Dec. a 167 82 
73 OO Pha Transit) ...2.<.2%:s 16 30 19 Deficit — Dec. — — 24 
7 O Rochester Transit ...... 44 40 89 44 D23 Dec. 10.2 91 38 
25 O Selous B.S... sc si0:s 14 140 100 79 D35 Dec. 17.7 177 90 
iy S&S DwimGity KR. T. .66s00% 18 160 89 Deficit — Dec - — 43 
2s © United Transit: ......... 5 — — oo ‘Dz8 Dec. 9.4 — 4h 
Averages ........ 6.4% 11.5 111% 
Water Companies 
Holding Companies 
34 S American Water Wks.... 9 $.50 5.6% $ .95 8% Sept. 9.5 53% 16% 
4 N. Y. Water Service .... 65 80 1.2 2.10 5 Sept. — 38 32 
Operating Companies 
4 O Bridgeport Hydraulic .. 30 $1.60 5.3% $1.49 D5% Dec. 20.1 107 53 
11 O Calif. Water Service .... 41 2.20 5.4 2.66 Oct. 15.4 83 29 
2 O Elizabethtown Water.... 157 5.00 3.2 6.34 D5 Dec. — 79 — 
8 S Hackensack Water ..... 41 2.00 49 3.26 D8 siODec. 12.6 61 40 
5 O Jamaica Water ......... 37-1800 = 4.9 2.93 4 Sept. 126 61 22 
4 O New Haven Water ..... 50 3:00 51 4.42 76 ~— Dee. 13.3 68 58 
1 O Ohio Water Service .... 24 150 63 1.94 4 Sept. 12.4 a7 44 
6 O Phila. & Sub. Water .... 33 1.00(e) 3.0 2.45 — Dec. 13.5 41 22 
2 O Plainfield Union Wt.... 59 3.00 5.1 4.00 8 Dec. 14.8 75 _ 
3 © San Jose Water «12... 47 200 43 3.40 32 ‘Oct 13.8 59 — 
9 O Scranton-Springbrook ... 18 .90 5.0 1.31 D2 Sept. 13:7 69 35 
4 O Southern Calif. Water .. 14 65 4.6 1.04 19 Sept. 13.4 62 — 
3 O West Va. Water Serv... 33 1.40 4.2 1.31** D7 Sept. — 107 17 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. **On average shares. #—A 2 per cent stock dividend was also paid December 31, 1954, 
and in previous year. (a)—Paid 4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. (c)— 
Paid 5 per cent stock dividend. (d)—Paid 25 per cent stock dividend. (f)—Nine months to December 31st. 
(g)—Estimated after eliminating nonrecurring items. (h)—Paid 25 per cent stock dividend. NC—Not 
comparable. E—Estimated. NA—Not available. 
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What Others Think 


The Coming Boom in the Canadian Natural Gas Industry 


AN the same time as they set apart na- 
tion from nation, international bound- 
aries may separate an industry from 
those who appear to be its natural cus- 
tomers. In the case of the Canadian nat- 
ural gas industry, for example, the same 
border that marks the existence of two 
independent and sovereign nations, has 
tended to act as a bar to normal economic 
progress. The boundary which no one seeks 
seriously to destroy is a natural barrier, 
maintained by the peoples of both coun- 
tries, which at least limits and inhibits the 
natural flow of their commerce. 

Problems of trade become especially 
troublesome where, as in the natural gas 
industry, there must be a fixed, long-term 
link between the producer in Canada and 
the consumer in the United States. Cana- 
dian gas can only flow into United States 
markets on the basis of long-term contracts 
through pipelines, from the well directly 
to the consumer. As C. D. Howe, Cana- 
dian Minister of Trade and Commerce, 
remarked in a recent speech to the Cana- 
dian Institute of Mining and Metallurgy, 
at Calgary, Alberta, gas-marketing ar- 
rangements are much more rigid and per- 
manent than oil-marketing, or other trade, 
arrangements. Such arrangements, the 
Canadian Minister stated, “should be en- 
tered into with the caution appropriate to 
their permanency.” His speech painstak- 
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ingly points out and explains the policies 
under which the Canadian government has 
based its decisions to allow a limited ex- 
port of Canadian gas to customers in the 
United States. 


P peecemerga policy regarding the ex- 
port of natural gas must be seen in 
its proper context, Mr. Howe declared. 
Stressing the fact that the Canadian gas 
industry is still in its infancy, he went on 
to state: 


For this reason I cannot be too im- 
patient with the rate of progress in de- 
veloping large-scale gas markets. By 
comparison with the normal lifetime 
of pipelines and gas supply contracts, 
it is only a short time since it first be- 
came practical to think of major pipe- 
lines for the marketing of Canadian gas. 
In this perspective, it is more remark- 
able that we Canadians have any large 
gas pipeline systems in preparation than 
it is remarkable that we have yet to 
commence actual construction of the 
two great projected systems. This is es- 
pecially so since both proposed systems 
have important international ramifica- 
tions, and one of them is to be the long- 
est in the world. 

Petroleum and natural gas are, of 
course, the property of the province ia 
which they are produced, and come un- 

















der federal jurisdiction only when they 
cross the borders of the province of 
origin. In the case of gas, the Province 
of Alberta authorized the removal of 
gas from the Peace River area west- 
ward in June, 1952, and from central 
and southern Alberta eastward only in 
May, 1954. If it was proper for the 
government of Alberta to deliberate at 
the length it did before approving the 
eastward removal of gas from the prov- 
ince, then the government of Canada 
has clearly wasted no time since Alberta 
gave its “go ahead.” 

The policy of the Canadian govern- 
ment was clearly outlined, in fact, even 
before Alberta decided that it had gas 
surplus to its own requirements. Gas 
policy presented no problems that had 
not been met nearly half a century ago. 
The policy then adopted in the case of 
electricity, as set forth in the Electricity 
and Fluids Exportation Act of 1907, is 
clearly the general policy to be followed 
in the closely analogous case of gas. The 
analogy starts with the fact that both 
these energy sources, electricity early in 
the century and gas in recent years, have 
been available in this richly endowed 
country in such quantities as to make 
their export a very attractive proposi- 
tion to producers. In both cases, export 
calls for investment in another country, 
and makes citizens of that country de- 
pendent upon the export for such basic 
needs as house heating and food prepa- 
ration. A decision to permit export 
therefore carries with it an obligation 
to maintain continuous supply. How 
could any government of Canada un- 
dertake such an obligation without as- 
suring itself that the present and future 
needs of Canada, in so far as the form 
of energy could be economically dis- 
tributed in Canada, were first provided 
for, and fully provided for? 





WHAT OTHERS THINK 


HE basic policy was described by Mr. 

Howe in March, 1953, before the 
House of Commons, as follows: “. . . the 
policy of the government of Canada is to 
refuse permits for moving natural gas by 
pipeline across an international boundary 
until such time as we are convinced that 
there can be no economic use, present or 
future, for that natural gas within Can- 
ada.” Accordingly, the Canadian govern- 
ment gave its support to a Westcoast 
Transmission Company, Ltd., project, pro- 
viding for a small movement of gas to 
Montana, and to the newly revised Trans- 
Canada Pipe Lines, Ltd., project. Mr. 
Howe explained that the government felt 
that the exports allowed or contemplated 
in each case were clearly surplus to present 
or future Canadian requirements, in rela- 
tion to the known reserves of gas within 
Canada. 

In both the Westcoast and Trans- 
Canada cases, the exports make an impor- 
tant contribution to ability to deliver low- 
cost gas in Canadian markets. 

As the Canadian Minister of Trade and 
Commerce saw these projects: 


The question... has not been whether 
the government of Canada would per- 
mit export, but whether the responsible 
authorities in the United States would 
allow United States market areas to be- 
come dependent on imported gas. U. S. 
authorities have properly regarded the 
question of continuity of supply quite as 
cautiously as have we from our view- 
point. 

The Westcoast project is now clearly 
defined and fairly generally understood. 
Within the past few days the United 
States Federal Power Commission has 
handed down a favorable decision on 
an application which should permit gas 
from the Peace River area to serve parts 
of the western United States. I would 
expect the $150,000,000 pipeline proj- 
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ect from the Peace River westward to 
proceed without further delay. 


eee the Trans-Canada project was still 
pending, several vital aspects of it hav- 
ing been announced only shortly before 
Mr. Howe spoke (November 29th), the 
Canadian official went to considerable 
length to explain the decisions that had 
been reached. The major obstacle, he said, 
was geographical—to make difficult ar- 
rangements to take Alberta gas across 
sparsely populated areas to serve the great 
concentration of population and industry 
in southern Ontario and Quebec. The gov- 
ernment is convinced, Mr. Howe stated, 
that the solution now offered—to build an 
all-Canadian pipeline—has a better chance 
of working than any alternative solution 
so far suggested. 

The speaker was critical of other pro- 
posed solutions: 


_.. The one about which I have heard 


most from this part of the country is - 


generally called the exchange plan. Its 
essential argument is that Canadian gas 
should flow into United States markets 
where it can best compete, and Canadian 
markets be served by United States gas. 
This has the attraction of appearing to 
be the most economical arrangement. 

What it lacks is precisely the one 
fundamental point on which Canadian 
gas policy must be based. As I have ex- 
plained, gas and electricity, unlike oil, 
are committed permanently, once they 
are committed at all. No Canadian gov- 
ernment can properly commit gas to ex- 
port until Canadian requirements are 
provided for. No government of the 
United States can properly commit 
United States gas to a Canadian mar- 
ket until the needs of United States citi- 
zens within economic range of that gas 
have been provided for. 

So long as Canada remains a sov- 
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ereign nation, these are the facts of life 
for every energy resource of which a 
continuous supply is essential to the na- 
tion’s well-being. These were the facts 
created when certain of the British 
North American colonies refused to join 
in the American Revolution, the facts 
confirmed when certain of them com- 
bined, against just the same arguments 
of economic convenience recently 
brought to bear on gas, to form Canada. 
They are the same facts tested and re- 
affirmed since then on every economic 
question vital to Canadian sovereignty. 
We would not have it otherwise. 


i is argued, however, that the govern- 
ment’s policy for gas is expensive, that 
it would tend to mean lower prices to pro- 
ducers and higher prices to consumers. But 
Mr. Howe felt that the evidence of this 
is not at all conclusive, and less impressive 
when put in long-range perspective. To 
what extent it actually is true, the speaker 
suggested, it should be accepted as part 
of the price paid for Canadian nationhood. 
He further stated that the people of the 
United States are no more anxious to in- 
fringe any aspect of national sovereignty, 
even for an apparent economic advantage. 
This U. S. reluctance he saw as another 
weakness in the argument for the so-called 
exchange plan. 
He said: 


. . . Its proponents seem to take for 
granted that our good friends to the 
south would enter readily upon an ex- 
change plan, which in the nature of gas 
transportation would have to be firmly 
committed on both sides for at least 
twenty years. All the evidence suggests 
that the responsible United States au- 
thorities feel as we do, that dependence 
upon foreign supplies can be accepted 
only cautiously and to a limited extent, 
and that commitments of gas to foreign 
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markets can be entered into only in so 
far as the gas is clearly surplus to do- 
mestic requirements. In these circum- 
stances, to assume that an unlimited gas 
market is available in the United States 
to Canadian producers, or that if it ex- 
ists it can be made available more quick- 
ly than a comparable Canadian market, 
is no better than wishful thinking. 


It was Mr. Howe’s belief that the Cana- 
dian government has done “everything 
reasonably possible” to supply the central 
Canadian market with gas at attractive 
prices and to provide incentives to the risk 
capital needed to build the pipeline facili- 
ties. 


fp mangening has accordingly been 
able to work out a series of arrange- 
ments with Tennessee Gas Transmission 
Company. These provide for the export of 
200,000 Mcf of gas daily at a point near 
Emerson, Manitoba, for twenty-five years, 
the export of a further 100,000 Mcf daily 
near Niagara Falls, reducible to no export 
at Trans-Canada’s option, and the import 
near Niagara Falls of up to 90,000 Mcf 
daily for the period until Alberta gas is 
available in central Canada. These ar- 
rangements, which still must be approved 
by the FPC, would greatly improve the 
over-all market picture, in Mr. Howe’s es- 
timation. But even then, he declared, pri- 
vate enterprise alone still would have faced 
the obvious difficulty in financing a line 
stretching across the sparsely populated 
areas of northern Ontario, a line from 
which relatively low returns on investment 
must have been expected during the period 
of building up the central Canadian mar- 
ket. It was in this context, he said, that the 
Canadian government had stepped in with 
assistance, offering to build a 675-mile link 
across this area. 

The speaker insisted that no pipeline so- 
cialization was intended. He stated: 





WHAT OTHERS THINK 


Public ownership of the whole all- 
Canadian line was, of course, advocated 
by some, and still is. 1 am not opposed 
to public ownership as a matter of prin- 
ciple. Neither is the Canadian govern- 
ment. ... 

I believe that there are circumstances 
in which public ownership is right and 
proper. But I do not believe, as do some 
of my Socialist friends, that public own- 
ership is, as a general rule, preferable 
to private enterprise. 

As far as a transcontinental gas pipe- 
line is concerned, I believe that the argu- 
ments are all in favor of private owner- 
ship. Gas is only one among several 
competing fuels and sources of energy. 
It is not a monopoly. Nor do I think 
that it would be in the public interest for 
government to subsidize the transmis- 
sion of gas, providing unfair competi- 
tion to coal or oil producers. 

To me, therefore, public ownership 
of the all-Canadian line is definitely a 
second best. The alternative that was 
adopted . . . is I think an ingenious 
one. The government is undertaking 
to build and temporarily own the sec- 
tion of the pipeline which seemed 
likely to cause indefinite delay in fi- 
nancing the whole project. The pro- 
posal offers the prospect that, as the 
volume of through put builds up, full 
costs will be recovered, and even a profit 
made. It does this without involving the 
government in direct participation in 
the marketing of the gas, or in the man- 
agement of the remainder of the pipe- 
line. 


5 pm speaker outlined the actual agree- 
ment between Trans-Canada and the 
Canadian government as follows: 

The government would recommend to 
Parliament the formation of a Crown 
corporation to build and own a 675-mile 
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“CALL FOR MRS. SMITH” 


section of the all-Canadian line between 
the Manitoba-Ontario boundary and Ka- 
puskasing. This northern Ontario section 
would be leased to Trans-Canada. 

The Crown corporation would build 
the northern Ontario section to form an 
integrated part of the all-Canadian line. 

On completion of construction, the 
northern Ontario section would be leased 
to Trans-Canada for a maximum term of 
twenty-five years. 

Under the terms of the lease, Trans- 
Canada would pay all operating and main- 
tenance expenses, including repairs, re- 
placement, insurance, damage claims, etc., 
of the northern Ontario section, plus rent- 
al on a monthly and annual basis. 
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Trans-Canada would undertake to pur- 
chase the northern Ontario section as soon 
as it could arrange the necessary finances. 
The agreement gives a strong incentive to 
Trans-Canada to do so ina relatively short 
time. 

The Crown corporation would under- 
take to make additions of integral parts of 
the northern Ontario section, such as in- 
creased compression facilities to meet ad- 
ditional gas requirements, but would not 
be required to build any additional pipe- 
line or any sales laterals. The section 
would be designed for an initial capacity 
of 300,000,000 cubic feet of gas per day 
and an ultimate capacity of 530,000,000 
cubic feet per day without looping. 
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WHAT OTHERS THINK 


Mr. Howe noted, in addition, that the 
government of the Province of Ontario 
would join in building the section, if au- 
thorized by its legislature, providing one- 
third of the cost, or up to $35,000,000, 
and participate in the direction of the 
Crown corporation. 

In summation, the Canadian official de- 
clared: 


We are very hopeful that this pro- 
posal will overcome the remaining difh- 
culties of financing the all-Canadian 
pipeline, so far as the Canadian aspects 
of the projected system are concerned. 
There remains, of course, the vital ques- 
tion of what decisions the United States 
Federal Power Commission will make 
on Tennessee Gas Transmission Com- 
pany’s contracts with Trans-Canada. 
These are the subject of applications by 
Tennessee to that commission, which 
are scheduled to be heard commencing 
December 12th. It would of course be 
improper for me to forecast, or com- 
ment upon the possible decisions of an 


agency of another government. Trans- 
Canada has until May Ist next to dem- 
onstrate to the satisfaction of govern- 
ment that it has arranged for finances 
and commitments to carry through its 
entire construction program. If it can- 
not then demonstrate this, the govern- 
ment must reconsider its policies in the 
light of the circumstances then prevail- 
ing. 
M* Howe then went on to consider 
prospects of the Canadian petro- 
chemical industry, in the light of natural 
gas developments. But before doing so, he 
noted that in Alberta alone, operations di- 
rectly associated with the production and 
transportation of natural gas would in- 
volve capital expenditures of $250,000,- 
000. An additional upsurge in general eco- 
nomic activity is expected to be associated 
with the natural gas industry. Internation- 
al borders notwithstanding, Mr. Howe left 
his audience with the impression that the 
now buoyant economy of the Province of 
Alberta was about ready to boom. 





Big Mexican Power Expansion? 


| pore the last two years, a joint 
World Bank-Mexican government 
study has been under way in Mexico to 
determine the country’s power needs over 
the next decade, the financing needed to 
meet those requirements, rate making, and 
the like. The study is being made by three 
Mexican government officials and a British 
engineer nominated by the World Bank. 
It was undertaken pursuant to a recom- 
mendation of President Eugene Black of 
the World Bank; and in the interval World 
Bank officials have traveled frequently to 
Mexico for consultation. 

After stating these facts, Herbert M. 
Bratter, a former government economist, 
writing in the September, 1955, issue of 
the “Foreign Economic Bulletin and Op- 
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portunity Guide,” said that, at that time no 
one knew when the report was to be made 
public, but that it was the expectation in 
Mexico City that the report would appear 
about April, 1956. Since that time, an 
earlier release has seemed increasingly 
possible. 

In September, Mr. Bratter wrote, the 
special power committee had been con- 
ferring separately with the several private 
utility companies concerned, presenting to 
them its tentative decisions. Following 
these consultations the companies sub- 
mitted to the committee such comments as 
they wished to place in the record. Once 
the committee recommendations are in 
final shape, the writer declares, it is 
planned to draft a law to implement them. 
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For this reason, he said, it is not likely 
that the report of the committee will be 
published until the law is presented to the 
Mexican Congress. 


ison writer then provided considerable 
background material which is inter- 
esting for its description of the situation 
giving rise to what is recognized as a great 
need for changes in the Mexican power 
situation. Mr. Bratter writes: 


Mexico is an “underdeveloped coun- 
try” in which industrialization is al- 
ready well launched. In common with 
most other underdeveloped countries 
Mexico wants to raise the standard of 
living of its people but lacks the capital 
to do so and so looks to Washington for 
help, a phenomenon which has become 
commonplace in this generation. Mex- 
ico’s problem is perhaps more difficult 
than that of most others in that it has 
one of the fastest-growing populations 
in the world. The birth rate is uncon- 
trolled while life is being extended with 
the help of Point IV. In the next decade, 
it is estimated that Mexico’s electric 
power needs will double. 

Earlier in the century such a prospect 
would have been viewed with enthusi- 
asm by the more venturesome private 
investors of the United States, Canada, 
Britain, and Belgium—that is, by those 
who actually brought the first electric 
power plants, transmission and distri- 
bution systems, and other public utilities 
into Mexico to aid it in exploiting its 
natural wealth. But the intervening 
decades with their revolutions, political 
and economic disorder, peso devalua- 
tions, and the exasperating vicissitudes 
and inequities of the Mexican rate-mak- 
ing processes have made private foreign 
capitalists “once bit twice shy.” 

Although Mexico has not been the 
only miscreant in this regard, the situa- 
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tion facing utility investors there has as- 
sumed aggravated proportions. Two of 
the three main foreign-owned proper- 
ties—the Canadian-domiciled Mexican 
Light & Power Company, called “Mex- 
light,” and the Monterey Railway, 
Light & Power Company, also Cana- 
dian-owned—went four decades with- 
out paying a common stock dividend. 
The third foreign utility, second in size, 
is owned by the American & Foreign 
Power Company. In Mexico it is known 
as “Impulsora” and operates 17 subsidi- 
aries serving 315 communities with 24 
per cent of Mexico’s population. It has 
paid no common dividend since 1930. 
Mexlight, however, owing to special 
circumstances, was able last December 
to pay a dividend. The main private 
beneficiary of World Bank and Exim- 
bank loans directly or indirectly, Mex- 
light has been enabled to expand its fa- 
cilities in recent years and last October 
[1954] received a 21.2 per cent rate in- 
crease, which made the dividend possi- 
ble. Another rate increase to go the rest 
of the way in compensating the stock- 
holders for the adverse effects on them 
of the 1954 devaluation of the peso was 
promised “by October, 1955.” 


M&* BraTTeR further stated that re- 
peated devaluations of Mexico’s 
monetary unit have been a major hardship 
for foreign investors in utilities. Under- 
standably, since a utility operates on a 
franchise, the rates it charges its custom- 
ers are regulated and thus its profits are 
controlled by the authorities. But there is 
a difference in regulation, Mr. Bratter 
points out: In this country, once a utility’s 
rate base is established, any increase in 
costs is automatically included in the rate 
base. In Mexico’s case, where the power 
investments come from abroad, following 
each devaluation the cost of servicing the 
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companies’ debts to bondholders, not to 
mention the stockholders, soared. More- 
over, the writer stated, each peso devalua- 
tion causes immediate and delayed wage 
and price increases within Mexico. None 
of these added costs may be automatically 
passed along to the Mexican consumer of 
electric power as is done in the United 
States. The only exception in Mexico, the 
author noted, was the northern border 
companies which import their power from 
the United States. 
The writer continued: 


It is when a public utility in Mexico 
applies to the authorities for a needed 
rate increase that the problems of the 
private power industry there are really 
encountered. Space here prevents de- 
tailed discussion of the time-consuming 
and exceedingly costly work necessary 
to get a tariff adjustment for increased 
costs of fuel, labor, and power pur- 
chases—not to mention the burdens of 
peso devaluation. Although foreign in- 
vestors view their investments as hav- 
ing been made in their own currencies 
and look for earnings in those same cur- 
rencies, the Mexican authorities have 
long insisted that an investment once 
made is a peso investment and that 
tariffs are adequate if only the peso re- 
turn meets Mexican standards, It is easy 
to see why Mexicans with any savings 
invest them not in the power industry 
—which is for foreigners—but in real 
estate or in Wall Street. 


AX this, the writer suggests, has been 
going on a long time in Mexico and 
would have stifled the country’s progress 
but for the fact that a financial revolution 
was under way in the United States. With 
the great depression of the 1930’s and the 
collapse of the craze for foreign bonds 
that characterized the 1920’s, the United 
States started making foreign loans itself 
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in 1934 through the Export-Import Bank. 
In twenty-one years that institution has 


grown from $10,000,000 to $5 billion in 


size. 


HE author also mentions the fact 

that the United States, in addition, 
fathered the Bretton Woods program, in- 
cluding the World Bank and its new off- 
spring, the International Finance Corpo- 
ration, recently authorized by Congress. 
From the two banks as well as from other 
United States programs, such as silver 


buying and the Treasury’s Exchange 


Stabilization Fund, Mexico has drawn a 


considerable amount of financial aid. Mr. 


Bratter states: 


The World Bank and Eximbank not 
only subsidize foreign borrowers with 
low-cost capital provided on the credit of 
the U. S., or with dollars directly sup- 
plied by the U. S. Treasury; they sub- 
sidize as well our export business in all 
sorts of capital equipment, to the bene- 
fit of the American manufacturers and 
businessmen concerned and the banks 
and transportation companies, etc., 
which serve them. These lending pro- 
grams hence have had the support of 
industry, banking, and labor in this 
country. They have made it possible for 
the Mexican government to go into the 
power business in a big way. Nor have 
they been without benefit to those for- 
eign investors—American, Canadian, 
British, and Belgian—who own the 
chief electric power distributing as well 
as producing systems in Mexico: Mex- 
light. While Monterey is at loggerheads 
with the Mexican government and is in- 
vesting not a new penny in the impor- 
tant industrial city in northern Mexico, 
both Mexlight and Impulsora are now 
looking to Washington for early finan- 
cial help to expand and modernize their 
Mexican systems. 
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Mexlight, incidentally, is trying to 
tap the Mexican investment market for 
capital. This was one of the purposes of 
putting the common stock on a dividend 
basis last December [1954]. ... Mex- 
light also was able to negotiate a 
$3,000,000 loan from three American 
and one Swiss bank to refinance a like 
debt to Nacional Financiera. 


| permenant H. Draper, Jr., chairman 
of the board of Mexlight, has de- 
scribed the present situation of his com- 
pany as follows: 


The demand for electric power in 
Mexico is growing by leaps and bounds. 
In the case of our company, The Mexi- 
can Light & Power Company, which 
supplies Mexico City and the surround- 
ing area and sells nearly half of the na- 
tion’s consumption, the load is growing 
steadily. In the face of a 10-year aver- 
age cumulative increase of 7 per cent, 
the demand increased more than 10 per 
cent last year and is currently running 
between 12 and 14 per cent. Despite this 
there are no restrictions and we are 
meeting the full demand. Within three 
years our company will draw on a total 
generating capacity, including its own 
and that of the Federal Electricity Com- 
mission from whom we buy wholesale 
power, of nearly 1,000,000 kilowatts. 

Financially speaking, the company’s 
steady progress during the past five 
years was hard hit . . . by the peso 
devaluation. However, the Mexican 
government approved a substantial rate 
increase a few months later and net 
earnings are now nearly back to the 1953 
level. The company initiated dividends 
on common stock last December [1954] 
and looks forward to the future with 
confidence, in view of the continued co- 
operation and understanding on the part 
of the Mexican government, which real- 
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izes the growing need for additional 
generation to keep pace with the coun- 
try’s rapid industrialization and the 
need for reasonable earnings to assure 
the large-scale new capital required. 


I“ his annual message to the Congress 
on September Ist, President Ruiz Cor- 
tinez reported that the Mexican economy 
was booming, Mr. Bratter reports. The 
Cortinez administration is credited by the 
author with a realization that Mexico has 
not the financial means to nationalize the 
power industry completely, as a minority 
of his government would like to do. He 
adds: 


. .. As the forthcoming power report 
will show, Mexico’s power needs are 
vast for the country and the financing 
must depend largely on outside sources. 
If, among those outside sources, private 
capital is to resume a significant réle, 
much fairer rate treatment than has 
heretofore prevailed will be necessary. 
In seeing that fairer treatment of pri- 
vate utility investments is forthcoming 
the holders of the World Bank and Ex- 
port-Import Bank purse strings can play 
an effective rdle. 


Mr. Bratter concludes his article with 
the statement that the Mexican power re- 
port will be read with great care in Wash- 
ington, Wall Street, and abroad; and in- 
vestors will be watching to see how the 
Mexican government proceeds in its im- 
plementation. 

The Export-Import Bank last month 
announced a $23,033,000 loan to Mexican 
subsidiaries of the American & Foreign 
Power Company, Inc., to help finance ex- 
pansion of that company’s electric power 
plants in Mexico. The bank said the credit 
will be used to pay for purchase of U. S.- 
made machinery, equipment, and services, 
needed for what will amount to a $39,- 
000,000 expansion program. 
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The March of 
Events 


Riot over Fare Boost 


_ of several thousand protesting a 

24-cent bus and streetcar fare raise 
churned up a destructive 6-hour rampage 
in Montreal, Quebec, recently. Before it 
was over some forty persons were injured, 
more than 100 arrested, and at least $50,- 
000 worth of damage done to property of 
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—— 


the Montreal Transportation Commission. 

The commission said 172 streetcars 
and 64 buses were damaged. The crowds 
hurled stones, sticks, and bottles, smash- 
ing windows, ripping seats, tearing trolleys 
from power lines, and attempting to set 
fire to the vehicles. Service had to be dis- 
continued for several hours because of the 
riots. 


Arkansas 


Cities Can Set Power Rates 


BP ptcoriongenn bodies of Arkansas cities 
which have endorsed a rate increase 
for the Arkansas Power & Light Company 
were notified last month that they have 
the power to raise electric rates within 
their borders. 

Chairman Lewis Robinson of the state 
public service commission officially ad- 
vised the mayor of three cities that their 
city councils have concurrent jurisdiction 
with the state public service commission 
over the company’s rates within the cor- 
porate limits of the cities. 

The mayors of Bearden, Calion, and 


Junction City were told by Robinson that 
“it is within your prerogative to place in 
effect any tariff that you think is just and 
reasonable for any utility operating with- 
in your corporate limits.” 

The commission received resolutions 
from the city councils of the three mu- 
nicipalities approving AP&L’s latest ap- 
plication for a rate increase. The resolu- 
tions said the councils had studied ex- 
penditures of the company and believed 
the increase was justified. 

The company is seeking a $1,000,000 
increase in addition to the higher rates it 
has been charging under bond since July, 
1954. 


California 


Seeks Gas Rate Increase 


ee filed with the state public 
utilities commission by the Pacific 


Lighting Gas Supply Company recently 
asked for a general rate increase to offset 
an annual gross revenue deficiency of 
$4,488,000. The utility asked the commis- 
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not announce what the proposed boost 
would mean to the average consumer. 


Hartford Gas Joins Council 


oe Hartford Gas Company recently 
announced it had joined the Council 
of Local Gas Companies, recently organ- 
ized to protect the consumers’ interests by 
taking a stand against the proposed Ful- 
bright legislation before Congress. (See, 
also, page 13.) 

The Hartford Company, along with 
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sion for a rate increase which would al- 
low it a 6.9 per cent rate of return, but did 


Connecticut 


2,000,000 customers. 


many other major gas utilities that are 
members of the council, said it finds that 
the passage by the Senate of the Fulbright 
Bill, as it is now written, is a serious threat 
to maintaining a healthy and stable price 
structure, and that it will slow down the 
tremendous public acceptance that the gas 
industry is now experiencing throughout 
the country. 


Kentucky 


Settle Rate Dispute 


XN agreement approved by the state last 
month settled the last large-scale dis- 
pute over service areas between public and 
private electric firms in Kentucky. The 
state public service commission chairman 
said the agreement between Union Light, 
Heat & Power Company and East Ken- 
tucky Rural Electric Co-operative Cor- 
poration was the fourth such pact signed 
between the co-op and a private firm. He 
added they settled squabbles over power 
development and service. 

The other private utilities listed were 


Kentucky Power Company, Louisville Gas 
& Electric Company, and Kentucky Utili- 
ties Company. 

The recent agreement specifically set- 
tled the controversy over East Kentucky’s 
complaint in circuit court that rates for 
electricity sold by Union to the Owen 
County Rural Electric Co-operative Cor- 
poration were excessive. Under the agree- 
ment, East Kentucky dropped the com- 
plaint. It was filed after Union appealed 
from the commission’s authorization for 
East Kentucky to build lines to transmit 
power to Owen county. 





Nebraska 


Court Asked to Speed 


Power Suit 


seeaneer PUBLIC POWER DISTRICT re- 
cently asked the state supreme court 
to advance the time of hearing the case 
involving Consumers’ right to construct 
conventional generating plants in eastern 
sections of the state. 

In October, Judge Emerson Kokjer re- 
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fused to reconsider his decision that Con- 
sumers could not build generating plants 
in eastern Nebraska and must purchase its 
electricity from the Nebraska Public Pow- 
er System. 

The Consumers brief, filed six weeks be- 
fore the deadline provided under supreme 
court rules, stated several reasons why the 
firm has a legal right to build the plants. 


The firm furnishes natural gas to the 
Southern California and Southern Coun- 
ties Gas companies, serving more than 
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A motion filed last month asked that the 
hearing time be moved up in order to get 
answers to questions involved in the case 
as soon as possible. 

Consumers’ officials speculated that the 
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case would probably not be heard by the 
high court until March or later, unless the 
date was advanced. The motion stated that 
the case could be heard by the court at its 
February session. 


New York 


Rate Revision Approved 


f pew state public service commission re- 
cently upheld a Consolidated Edison 
Company gas rate revision providing an 
increase of 10 cents a month in minimum 
charges and a rate cut for consumers of 
larger amounts. 

The rate reductions average 86 cents a 
month for those who use gas to cook and 
heat water and $3.65 for those who also 
heat their homes with gas. 


The rate revisions had been effective 
on a temporary basis since October Ist, 
pending the commission’s decision on pro- 
tests by New York city, Yonkers, White 
Plains, and several civic groups. 

Although estimating the combined rate 
changes would bring it only $13,000 a year 
in additional revenue, the company sought 
them on the ground that customers using 
only minimum amounts of gas did not 
bear their share of company costs. 


North Carolina 


Gas Certificate Issued 


fhe state utilities commission last 
month issued the newly organized 
corporation, North Carolina Natural Gas 
Corporation, a certificate of convenience 
and necessity to proceed with plans to 
serve a large area of eastern North Caro- 
lina with natural gas. 

A company spokesman said the utility 
could now proceed to get contracts with 


municipalities and industries. The project 
is expected to cost $13,000,000. 

The company’s president, P. McDonald 
Riddison of Jacksonville, Florida, was re- 
ported in Houston, Texas, last month, to 
confer with officials of Transcontinental 
Gas Pipe Line Corporation about an allo- 
cation of gas. Plans call for the North 
Carolina firm to tie onto Transcontinen- 
tal’s pipeline near Mooresville. 


Utah 


Utility Tax Opposed 

y= Salt Lake City officials were 
considering an increase in the city’s 

2 per cent tax on gross receipts of public 
utility companies, the state public service 
commission recently directed gas, power, 
and telephone firms hereafter to note on 
each consumer’s bill the exact amount he 
is being charged for such municipal taxes. 
Signed by Commission Chairman Ben- 
nett, the commission order was directed to 
Mountain Fuel Supply Company, Utah 


Power & Light Company, and Mountain 
States Telephone & Telegraph Company. 

“This commission,” Bennett said, “‘is 
opposed to the principle of a city selecting 
public utilities as a class for the imposition 
of a gross receipts tax as an additional 
means of raising revenue for municipal 
purposes.” 

Bennett noted that utilities are required 
to pay property and other taxes, just as 
oilier businesses are, and the cities in which 
they serve receive a portion of those taxes. 
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of 
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Trends and Topics 
Authority to Fix Price of Stock Issue 


7 North Carolina supreme court, reversing a lower court decision, re- 
cently decided that the commission had authority to impose a condition, 
in authorizing a stock issue, requiring that the stock be sold for not less than 
a fixed price above par. The North Carolina statute provides that no utility 
shall issue securities except after investigation by the commission and that au- 
thority may be granted with such modification and upon such terms and con- 
ditions as the commission may deem necessary or appropriate. The court, in 
view of this law, “unhesitatingly” held that the commission had authority not 
only to veto the sale of the proposed stock at par, but also to impose the con- 
dition that it be sold at a price not less than $125 per share. North Carolina 
ex rel. Utilities Commission v. Carolina Teleph. & Teleg. Co. 89 SE2d 802. 

The company had gone through various stages of litigation before the com- 
mission and the courts to determine its right to issue stock at par, without some 
other figure being fixed by the commission. It filed a petition in 1953 for 
authority to issue stock to existing stockholders at a sale price of $100 per 
share, equal to par value. 

The North Carolina commission approved the sale but fixed a price not 
less than $115 per share. On appeal the state supreme court sent the matter 
back on the ground that the commission order was based solely on the company’s 
petition, and no findings were made as to why the commission deemed it nec- 
essary or appropriate to fix the price at $115 or as to whether the sale at such 
price was compatible with the public interest (3 PUR3d 123). 

The commission later ruled that stock issued to existing stockholders under 
the pre-emptive rights granted by the company’s charter was not required by 
law to be offered at par only. It made findings and decided that it had power to 
fix the sale price above par value. The price was fixed at $125 in view of the 
company’s condition and the present market (6 PUR3d 141). A lower court 
ruled that the commission could not in that way interfere with the fiscal policy 
of a company unless it appeared that the proposed terms threatened to cause 
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PROGRESS OF REGULATION 


higher rates or threatened to impair the company’s ability to serve (8 PUR3d 
439). 

A mere finding that the sale of the stock at a higher price would enable 
the company more easily to meet its financial needs was said to be insufficient. 
This was the decision upset by the supreme court. 


Other Rulings on Terms of Stock Issue 


The United States Supreme Court once declared that a commission cannot 
impose, as a condition to its approval of the issuance of securities, a provision 
not within the purview of its regulatory powers. The Interstate Commerce 
Commission had imposed a condition as to impounding a special fund (PUR- 
1931B 314). 

In Massachusetts it was held that the commission might fix the price of 
additional stock to be issued by Western Massachusetts Electric Company 
where the price fixed by the board of directors was so low as to be inconsistent 
with the public interest (36 PUR NS 385). In Wisconsin it was ruled that the 
commission did not have power to approve or disapprove the sale of securities 
to particular purchasers but that it did have power to authorize the issuance of 
securities and to fix the terms and conditions of issuance (88 PUR NS 203). 
The same commission, in authorizing no-par common stock to be issued by 
Wisconsin Central Utilities Company, specified that the stock should be issued 
at $100 per share (12 PUR NS 4). 

The statutory provisions in any jurisdiction must, of course, be considered, 
but commissions have frequently passed on the price and other terms of security 
issues without any question being raised as to their authority. The Federal 
Power Commission, for example, disapproved a par value of $1 per share 
for stock issued after a four-for-one split-up where the stock had been is- 
sued at prices representing an average paid-in amount approximating $103 
per share, the indicated book value was approximately $142, and the market 
value was about $75 (29 PUR NS 129). 

The California commission approved a sale of stock by Pacific Telephone 
& Telegraph Company to stockholders at par, notwithstanding a higher market 
value at the time in view of book investment, company earnings, and wide 
fluctuations in market price (69 PUR NS 514). In a case involving the Pacific 
Gas and Electric Company, the commission held that book figures should not be 
used as a basis for requiring a new issue to be sold at more than par where the 
book figures had not coincided with the rate base values used for rate making 
(71 PUR NS 334). 

The New York commission, among others, has regulated the price and 
other terms for the issue of stock (87 PUR NS 50). In one case it disapproved 
the issuance of common stock at a par value of only $1 and the placing of 
a large amount of remaining net assets in capital surplus (67 PUR NS 115). 
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Review of Current Cases 


Field Price Allowance for Company-produced Natural 
Gas Must Be Supported by Findings 


. United States court of appeals for 
the District of Columbia circuit set 
aside an order of the Federal Power Com- 
mission fixing rates for Panhardle East- 
ern Pipe Line Company and sent the mat- 
ter to the commission for further proceed- 
ings. 

The commission (3 PUR3d 396) had 
prescribed rates for the sale of natural gas 
in interstate commerce for resale. Tne con- 
troversial questions considered by the 
court were (1) whether the so-called “field 
price” or “commodity value” for the com- 
pany’s own produced gas should be allowed 
as a cost, (2) whether profits from Pan- 
handle’s gasoline extraction operations 
should be included in revenues, (3) 
whether the commission had properly 
denied motions to reopen the hearing in 
order to consider newly discovered evi- 
dence. 


Field Price Substitute for 
Rate Base Method 


Allowance of a fair field price for gas 
produced by a public utility company as 
a substitute for a determination of the cost 
of producing such gas is discussed in Pus- 
Lic UTILITIES FORTNIGHTLY, December 
22, 1955, at page 1051. This recent court 
decision casts upon the commission the ob- 
ligation to make findings justifying the 
use of the field price. The question, said the 
court, was whether the larger amount re- 
quired to be paid by consumers than would 
be charged if the rate base method were 
followed removed the prescribed rates 
from a “just and reasonable” category re- 
quired by § 4(a) of the Natural Gas Act. 

The court, although reversing the com- 
mission, did not agree with an objection by 
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cities urging that only a traditional rate 
base method could lead to just and reason- 
able rates, or, in any event, that the field 
price method could not do so. The court 
said that use of the field price method was 
not unlawful merely because it departed 
from the traditional rate base method. 

The need for encouraging exploration 
and development of gas resources might 
be considered, but the court thought that 
the commission had improperly based its 
use of the field price theory on the mere 
finding that ownership by pipeline com- 
panies of their own production facilities 
would serve the public interest by ultimate- 
ly resulting in lower rates. The commis- 
sion, it was said, must relate its action to 
the primary aim of the act to guard the 
consumer against excessive rates. 

If the commission contemplates increas- 
ing rates for the purpose of encouraging 
exploration and development or the own- 
ership by pipeline companies of their own 
producing facilities, it must see to it that 
the increase is, in fact, needed and is no 
more than is needed for the purpose. The 
rate increase attributable to producing 
properties might have a tendency to en- 
courage their ownership and perhaps also 
the development of new sources of pro- 
duction, as an even greater increase also 
might do, but the question was whether a 
lesser amount would suffice. The amount 
allowed was not brought into relationship 
by the evidence and findings. 


Gasoline Extraction Revenues 


The court also disagreed with the com- 
mission’s exclusion of revenues from gaso- 
line extraction. The commission previ- 
ously had, in numerous cases, credited 




















such revenues to operating expenses to be 
recovered in rates. The justification for 
not following a similar practice in the Pan- 
handle Case was that ‘‘the rates which we 
prescribed for the sale of natural gas for 
resale should not rest in part upon the 
fluctuating and unregulated prices of nat- 
ural gasoline and other liquid hydrocar- 
bons.” 

The court decided that “facts re- 
garding the usefulness of the extraction 
process to the transmission operations, the 
joint use of facilities, and the joint incur- 
ring of expenses, coupled with the obvious 
fact that the extraction process is incident 
to the over-all pipeline transmission and 
resale operations” bring the extraction 
operations within the jurisdiction of the 
commission. 

The fact that crediting extraction rev- 
enues to operating expenses may cause 
some unspecified and apparently slight ef- 
fect on rates because of fluctuation in the 
price of gasoline, said the court, is not a 
valid basis for refusing to credit extrac- 
tion revenues to operating costs or costs 
of service. 


Tax Savings from Accelerated 
Amortization 


The court did not disturb the commis- 
sion’s solution of the problem created by 
federal income tax savings resulting from 
accelerated amortization. Such amortiza- 
tion is permitted under certificates of 
necessity to encourage construction in the 
interest of national defense. Since Con- 
gress intended to defer tax liability and 
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not to provide a fund which could be di- 
verted by the company to the payment of 
dividends, accruals for taxes in excess of 
those actually paid should logically be 
treated by the company not as free and un- 
restricted income but earmarked to pro- 
vide for the future meeting of such li- 
ability. 

The cities objecting to the commission 
rate order contended that the commis- 
sion’s method of normalizing income tax 
expense, by which all computations are 
made as if amortization were not acceler- 
ated, was improper. The court rejected 
their arguments. 

This statute permitting rapid amortiza- 
tion, said the court, unlike the Natural 
Gas Act itself, is not for consumer bene- 
fit. It has a different public policy and 
should be given effect as intended by Con- 
gress. 


Refusal to Reopen Proceedings 


The refusal of the commission to re- 
open the proceedings in order to permit 
proof of increased sales volume was up- 
held. Evidence of such increase was of- 
fered in the effort to show that the unit 
cost of service would be reduced. The 
parties agreed that 1952 was a proper test 
year and the commission made its calcula- 
tions on the basis of evidence available as 
to that year. The court found no abuse of 
discretion in the commission’s refusal to 
reopen for evidence subsequently avail- 
able. City of Detroit v. Federal Power 
Commission et al. Nos. 12351, 12359, 
December 15, 1955. 


Gas Producer’s Rates Effective on “Cut-off Date” 
Not Subject to FPC Suspension 


HE United States court of appeals for 
the tenth circuit has ruled that escala- 
tor provisions of a contract between 
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Phillips Petroleum Company and Michi- 
gan Wisconsin Pipe Line Company had 
effectively established increased whole- 
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sale rates as of June 7, 1954, the date 
designated by the Federal Power Com- 
mission as the “cut-off date” in freezing 
charges of independent gas producers. 
The commission, therefore, had no au- 
thority under § 4(e) of the Natural Gas 
Act to suspend such rates. 

Phillips, an independent producer, had 
entered into a contract with Michigan in 
1945 for the sale of natural gas. The con- 
tract contained a provision for escalated 
rates under a formula relating rates to the 
Bureau of Labor Statistics’ Wholesale 
Price Index and Michigan’s resale rates. 
Wholesale rates had been increased in ac- 
cordance with the escalator clause and 
there were letter agreements relating to 
the rate increases. 

Independent producers subject to com- 
mission jurisdiction had been ordered to 
file rate schedules setting forth the terms 
and conditions of service and all rates and 
charges effective on June 7, 1954. No 
change could be made in any such rate 
schedules without first filing a change at 
least thirty days before the effective date 
thereof pursuant to § 4(d) of the Natural 
Gas Act and applicable regulations. A 
“rate schedule” was specifically defined as 
the basic contract and all supplements or 
agreements amendatory thereof effective 
and applicable on or after June 7, 1954. 

Phillips had filed numerous contracts, 
with amendments and supplements, re- 
flecting rates and charges in effect. Among 
the contracts filed was the contract with 
Michigan dated December 11, 1945, to- 
gether with amendments of August 9, 
1948, and December 1, 1949, and letter 
agreements of October 31, 1951, and 
January 15, 1953. Phillips also filed 
changes in its rate schedule to permit it to 
recover, in accordance with its contract 
with Michigan, 75 per cent of the increase 
in the Texas gross production tax, effec- 
tive September 1, 1945. 
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Escalated Rates Effective 


The Federal Power Commission had 
taken the position that no escalator provi- 
sions in a gas purchase contract could ef- 
fect an automatic change in the price which 
Phillips could charge. The court said it 
was one thing to treat an escalated rate 
effective after June 7, 1954, as a change 
in rate or new schedule, while it was quite 
another to treat a rate already in force on 
that date, by virtue of the automatic provi- 
sions of an escalator clause in a contract, 
as a new schedule or change in rates. 

Although, as the commission argued, 
the rate paid Phillips on the “cut-off date,” 
under its contract, was tentative in the 
sense that it was contingent upon the ulti- 
mate resale rate established by the com- 
mission for Michigan, it was none the less 
in force and effect and was being paid not 
by force of the letter agreements but by 
force of the binding effect of the escala- 
tor clauses which operated to fix the pre- 
scribed rate in accordance with the for- 
mula in the contract. The letter agreements 
were merely executory of the contract be- 
tween the parties. 

The contracts and amendments includ- 
ing the letter agreements, the court held, 
were filed with the commission in accord- 
ance with the regulations as one rate sched- 
ule; they were integrated parts of one con- 
tract. The terms and conditions operated 
to establish a determinable rate as of June 
7, 1954, and that rate being applicable and 
effective on that date was not subject to 
suspension under § 4(e). 


Telegram as Suspension Order 


One of the incidental questions decided 
by the court was whether a telegram sent 
by the commission to Phillips within the 
30-day period prescribed for suspension 
of rates was effectual under § 4(e) to sus- 
pend the rate filings. The statute requires 
that a suspension order shall contain a 
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statement in writing of the reasons for sus- 
pension. The court said there was no rea- 
son to imply a technical concept of the no- 
tice of suspension. A telegram to the 
company was certainly a “writing” within 
the meaning of the statute. An order sent 
the day after the suspension period was 
merely an amendment or enlargement of 
the reasons for the suspension order 
promulgated within the 30-day period. 


Suspension Order Subject to Review 


Another question considered by the 
court was whether the suspension orders 
were reviewable. The commission had 
taken the position that they lacked requi- 
site finality and definiteness. The court 
said that reviewability is not strictly lim- 
ited to final orders. Reviewability extends 
to an order issued by the commission which 
finally determines the legal rights of the 
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parties with respect to matters within the 
scope of review. 

The orders sought to be reviewed did 
not deal with the merits of the proceed- 
ings before the commission in the sense 
that they were entered upon evidence con- 
cerning the reasonableness of rates. They 
did not purport to finally determine the 
wholesale rates. The orders did, however, 
purport to establish with finality the 
wholesale rates which Phillips was author- 
ized to charge Michigan on June 7, 1954, 
and thereafter until changed by order of 
the commission pursuant to hearing. The 
legal consequences attaching to these or- 
ders had conclusive effect upon the rights 
and duties of Phillips as an independent 
producer, and were, therefore, reviewable. 
Phillips Petroleum Co. v. Federal Power 
Commission, Numbers 5095, 5096, No- 
vember 16, 1955. 


Gas Pipeline Rate Schedule Held Ineffective for Lack 
Of FPC Findings 


— of the federal district court 
in an action brought by Panhandle 
Eastern Pipe Line Company to recover for 
gas sold and delivered to Michigan Con- 
solidated Gas Company, a distributing 
utility, was affirmed in part and remanded 
by the United States court of appeals for 
further proceedings on particular issues. 
The case involved the application of 
§ 5(a) of the Natural Gas Act, 15 USCA 
§ 717(d), which provides for the adjust- 
ment by the Federal Power Commission 
of natural gas rates and charges found to 
be unjust, unreasonable, or unduly dis- 
criminatory, and for the modification of 
rules, practices, or contracts affecting such 
rates and charges, after similar findings 
are made. 

In 1935 these companies entered into a 
contract which, with later amendments, 


provided that Panhandle should deliver 
to Consolidated 125,000,000 cubic feet of 
gas a day on a firm basis at specified rates. 
This agreement became effective as a sup- 
plement to Panhandle’s rate schedules. An 
order of the commission in 1942, based on 
a finding that the pipeline’s rates were un- 
reasonably high, required the company to 
reduce its rates and file new schedules 
embodying this reduction. Panhandle com- 
plied with the order. Subsequently, a sup- 
plement to the new schedules was filed and 
adopted, designated Schedule Gd-1(c), 
which provided, in effect, that the firm rate 
then applicable to base load gas purchased 
by Consolidated should not apply to gas 
purchased for resale to any consumer 
whose annual use of gas exceeded 1,200,- 
000 therms. 

The complaint brought by Panhandle 


JANUARY 5, 1956 














before the federal district court charged 
that, by reason of its failure to account for 
alleged violations of the 1,200,000-therm 
limitation in Schedule Gd-1, Consolidated 
had not paid the full amount owing for 
gas delivered during certain billing pe- 
riods. Consolidated counterclaimed for the 
expense of manufacturing gas during cer- 
tain periods when deliveries by Panhandle 
were deficient. 


Express Findings Required 


The appellate court, affirming the hold- 
ing of the district court on certain counts, 
held that Schedule Gd-1(c) relating to de- 
livery requirements had no legal effect. 
Since the commission failed to make the 
findings required by § 5(a) of the Natural 
Gas Act relative to contracts, Schedule 
Gd-1(c), which the commission purported 
by an order to effectuate, was not in fact 
effective to supersede the contractual ob- 
ligation then existing relative to delivery 
requirements. This being true, the amount 
owing Panhandle would be computed un- 
der the contract and under a valid 1948 
order affecting delivery requirements, and 
not in accordance with the terms of Sched- 
ule Gd-1(c) restricting the application of 
the firm rate as to gas received in excess 
of the 1,200,000 therms requirement. 

The court ruled that Schedule Gd-1(c), 
as it related to terms and conditions of 
service, could not be validated, under 
§ 5(a) of the act, by an order which was 
based merely on findings as to rates and 
charges. Nor could the order, defective for 
this purpose, be cured by a subsequent let- 
ter sent by the commission to Panhandle 
purporting to clarify the effect of the 
order. The court pointed out that in order 
for the commission to modify a contrac- 
tual obligation pertaining to the interstate 
sale of natural gas for resale, the order 
must be accompanied by express findings 
as to such contractual obligations, as pro- 
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vided in § 5(a) of the Natural Gas Act. 

Panhandle contended that since the re- 
vised schedules containing Schedule 
Gd-1(c) were submitted by the company 
at the instance of the commission, and were 
not fixed directly by the commission, 
§ 4(d) of the act should apply (which, as 
Panhandle urged, does not require find- 
ings) and therefore Schedule Gd-1(c) 
would supersede the contract delivery pro- 
vision. 

The court disagreed with this view, 
saying that when the commission ordered 
Panhandle to submit new rates, § 5(a) 
necessarily applied, and findings were re- 
quired. The procedure thus followed was 
in legal effect the equivalent of rates initi- 
ated by the commission. “The very flexi- 
bility of operation,” said the court, “which 
is afforded in administrative proceedings 
makes all the more essential a requirement 
of express findings for the protection of 
the public and also for informed considera- 
tion of these cases coming up for review 
by the court.” 


Claims on Delivery Shortages 


Consolidated, on its part, asserted that 
Panhandle was liable, under the 1935 con- 
tract, to reimburse Consolidated for de- 
livery shortages under 125,000,000 cubic 
feet a day, which the distributing company 
was compelled to make up by manufactur- 
ing additional gas at higher cost in order 
to supply its customers. For the time that 
the 1948 order modifying the 125,000,- 
000 cubic feet requirement was effective, 
Consolidated claimed that the contract 
liability was similarly applicable to short- 
ages in violation of the order. 

Although the 1948 order did effectually 
modify the delivery requirements, there 
being sufficient findings for the purpose, 
the court held that it did not modify the 
contractual liability of Panhandle for 
wrongful shortages since it did not in 


























terms purport to do so. A later opinion of 
the commission asserting that the order 
also modified the contractual liability for 
shortages was declared by the court to 
have no legal effect. ““The commission,” 
said the court, “is not authorized to inter- 
pret the legal effect of its own orders or 
alleged violations thereof, nor to extend 
their legal scope.” 


Jurisdictional Question 


Whether, during one period of time, 
Panhandle’s shortages were the result of 
“neglect or deliberate failure to provide 
itself with adequate facilities” as provided 
by the contract, the court said was not a 
question, in the first instance, for the court 
but must be initially addressed to the ex- 
pertise of the commission. 
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But whether Panhandle violated the 
1948 order of the commission prescribing 
certain delivery requirements during a 
particular period and was therefore liable 
to Consolidated for reimbursement of 
manufacturing costs, as well as for other 
expenses sustained because of the deficient 
deliveries, such an issue, said the court, 
presents the usual question of law and fact 
which a court is authorized to entertain 
and demands no special expert knowledge. 
The district court therefore had jurisdic- 
tion of the issue. In so ruling, the appel- 
late court reversed the lower court, and the 
case was remanded for further proceed- 
ings on Consolidated’s claims. A petition 
for rehearing was denied. Michigan 
Consol. Gas Co. v. Panhandle Eastern 
Pipe Line Co. 226 F2d 60. 


Allocation Theory Based on Volume Factor Adopted 


| Spector of 4.73 per cent on a repro- 
duction cost new less depreciation 
rate base was considered by the Ohio com- 
mission to be just and reasonable for a gas 
company’s intrastate service. Since only a 
portion of the company’s sales were in 
the state, it was necessary for the commis- 
sion to make findings as to property and 
expenses applicable to such sales. 

The company had proposed the alloca- 
tion theory, based on volume and peak- 
day factors. The protestants, on the other 
hand, proposed the segregation theory. 
The protestants’ theory was based on the 
premise that only that part of the pro- 
duction, storage, transmission, and gen- 
eral property and cost and expenses of 
the company in the Ohio service area 
should be subject to allocation to the Ohio 
customers, 

The commission found that the protes- 
tants had failed to sustain their contention 
that the segregation theory should be used. 





The commission further found that the 
allocation theory proposed by the company 
was more reasonable. However, the com- 
mission did not accept the peak-day fac- 
tor of 5.96 per cent submitted by the com- 
pany and, in lieu thereof, allocated prop- 
erty and expenses solely on the volume 
factor of 4.80 per cent. 

In relying upon the volume factor, and 
discarding the peak-day factor, the com- 
mission pointed out that the former was 
factual while the latter was a highly con- 
jectural estimate, at best. The company’s 
peak-day factor had been derived solely 
by consideration of the temperature on one 
day in one city. 

However, there are many other ele- 
ments, said the commission, which would 
have a bearing on gas consumption, 
such as wind velocity, sunshine, humidity, 
and furnace capacity limitations. Re Man- 
ufacturers Light & Heat Co. Case No. 
24,333, October 21, 1955. 
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Electric Rates Covering Service Costs for Specific Area 
Ruled Not Preferential 


7. Wyoming commission dismissed 
a complaint by certain customers of 
an electric co-operative charging that 
other consumers in a particular segment 
of the general service area enjoyed unlaw- 
fully preferential rates. The company 
which formerly served this particular area 
was acquired by the co-operative and the 
rates in effect at the time of the acquisition 
were retained. 
The Subsidy Question 

Since these rates were lower than those 
paid by the complainants, it was contended 
by them that they were being compelled 
to subsidize service to other consumers. 
The complainants urged that all rates be 
made uniform so that all consumers would 
have to assume their equitable share of 
the operating costs. Furthermore, they as- 
serted, this would help reduce the substan- 
tial losses being sustained by the co-opera- 
tive. 

Considering its rule in cases of acquisi- 
tion of new service areas by utilities, the 
commission indicated, in effect, that it 
would be manifestly discriminatory for a 
utility acquiring a new service area from 
another utility, as in this case, to raise the 
rates there in force in order merely to en- 
able the utility to expand its service into 
other areas having a lesser consumer den- 
sity. Here, the consumer density of the 
acquired area was much greater than that 


& 


of other areas served, and, moreover, the 
consumers in this area were closer to the 
source of power than many other cus- 
tomers. 


Operating Costs Tests 


The real test of whether the rates in 
force in the acquired area are unlawfully 
preferential, said the commission, is 
whether they produce enough operating 
revenues to enable the co-operative to re- 
cover all of the costs incident to the fur- 
nishing of service in that territory. It was 
calculated that the revenues actually ob- 
tained from the acquired area amounted 
to about 19 per cent of the plant invest- 
ment devoted to serving it. This was sub- 
stantially greater, the commission noted, 
than the 13 per cent rule-of-thumb figure 
often used to determine whether rates in 
a particular segment of a general service 
area are just and reasonable. 

Since the complainants offered no evi- 
dence to prove that the revenues from the 
acquired area were insufficient to cover 
operating costs, the commission concluded 
that the consumers in that territory were 
paying more than their fair share of the 
over-all service costs. The rates com- 
plained of were therefore ruled not unlaw- 
fully preferential or discriminatory. Law- 
rence et al. v. Sheridan-Johnson Rural 
Electrification Asso. Docket No. 9291, 
November 16, 1955. 


Interim Rate Increase to Finance Service Improvement 


HE Nevada commission granted a 
telephone company an interim rate 
increase for a period of one year, to apply 
on portions of its system as they may be 
converted to dial operation. The commis- 
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sion estimated that the increase would 
produce a return not in excess of 5.6 per 
cent. 

The company was in financial difficulty 
with its bondholders and financial houses 
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from which loans had been obtained. Al- 
though service was substandard, the com- 
mission was of the opinion that some rate 
adjustment was warranted in order for 
the company to survive. The company’s 
borrowing power had become very limited 
and, in order to meet obligations to present 
subscribers or to be able to meet the back- 
log of orders it had on file for both resi- 
dential and business telephones, the prob- 
lem of securing additional finances, either 
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by the sale of stock or by further borrow- 
ing, had become manifest. 

The commission commented that it 
would closely scrutinize the company’s 
operation during the interim period in 
order to ascertain a reasonable valuation 
upon which to base a permanent rate of 
return. The company was directed to file 
monthly reports with the commission. Re 
Southern Nevada Teleph. Co. 1&S Docket 
No. 160, September 21, 1955. 


Reparations Directions Outlined for Natural Gas Distributors 
And Allowance Made for Refund Expenses 


ipo gas distributors which re- 
ceived refunds from their supplier 
subject to their being passed on to the ulti- 
mate customers were authorized by the 
United States court of appeals to deduct 
the expense of making the refunds. The 
distributors had been charging higher 
rates under a stay order pending review 
of a Federal Power Commission order 
disallowing higher pipeline rates. The re- 
fund order was entered when the commis- 
sion order was affirmed. 

The court said that in fixing the ex- 
pense allowances it tried to be responsibly 
fair in relation to the situation of each 
distributor. It noted that the distributors, 
by being permitted to make the refunds 
instead of having an outside agency ap- 
pointed by the court to accomplish the 
distribution, would derive a direct benefit 
in customer and public relations. Greater 
good will would be created if the refunds 
were made by the companies directly to 
their customers. 


Persons to Benefit 


The original order (6 PUR3d 97) pro- 
vided for reparation awards to present 
customers. The distributors asked the court 
to clarify this term because it seemed to 


be subject to flexible interpretation or ap- 
plication. The court held that the original 
order was intended to fix and give recogni- 
tion to the status of present or existing 
firm customers as of the order’s date. This 
meant those customers who were users of 
the distributing companies’ gas and sub- 
ject to billing therefor as of that date. The 
order contemplated that it would be pos- 
sible generally to make refunds to such 
customers by crediting their accounts. 


Modification of Rights 


Some have ceased to be customers since 
that order was entered. But, the court said, 
since the term present patron or customer 
was related to that date, and since its 
order created rights in the individual mem- 
bers on the basis of their existing status 
as of that date, it could not now under- 
take, as a subsequent incident of distribu- 
tion convenience, to change the individual 
status and rights so established. Any at- 
tempted fluidity in regard to the term 
present patron or customer would give rise 
to a lack of uniformity in the class rights 
created, because even refunds, as a matter 
of crediting accounts, necessarily would 
not be capable of being effected by the 
different distributors all on a single date. 
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The court believed that the problem was 
merely one of increased administrative dif- 
ficulty, but not of the same degree as would 
exist in relation to any attempted establish- 
ment of rights for the more numerous, 
more scattered, and smaller-payment class 
who had ceased, prior to the order date, 
to be customers of the distributors. The 
prescribed method simply required that, 
instead of crediting the accounts of such 
persons, checks would be issued to them. 


Payments to Cities 


There would be some funds left over 
by reason of the fact that certain con- 
sumers had paid the higher rates under 
the stay order but had ceased to be cus- 
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tomers before the reparation order was 
entered. The court ordered the distributors 
to pay such balances to the treasurers of 
the respective cities in which those cus- 
tomers lived. This balance would be pro- 
rated and paid over to such treasurers, as 
a class, on the basis of the ratio of the 
number of customers which the distribu- 
tors presently have in such cities. These 
funds could be used by the cities for any 
municipal purpose as they should see fit. 
The court said it hoped the cities would 
use the funds to look after the interests 
generally of the ultimate consumers of gas 
in the community. Northern Nat. Gas Co. 
v. Federal Power Commission, 225 F2d 
886. 


Rate of Return for Utilities Based on Debt 
Service Cost and Equity Earnings 


ie Ohio commission granted a nat- 
ural gas distributing company a rate 
increase calculated to afford a rate of re- 
turn of 3.42 per cent on a reproduction 
cost new less depreciation rate base. The 
commission considered this rate of return 
to be just and reasonable and rejected as 
excessive a rate of 4.36 per cent requested 
by this company. 

In a similar case the commission au- 
thorized a water company to raise its rates 
to a point that would produce a rate of 
return of 3.39 per cent on the same kind 
of rate base. Again, a slightly higher re- 
quest by the company was denied. 

Having determined in both instances 
that the companies’ existing rates were in- 
adequate, the commission proceeded, 
among other things, to inquire into their 
capital structure in order to ascertain their 
revenue needs. Since each company op- 
erated in many areas besides the territory 
for which increased rates were requested, 
the debt and equity values chargeable to 
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the particular areas concerned in this pro- 
ceeding had to be determined. These val- 
ues were established by a process of allo- 
cation based on the ratio of actual invest- 
ment in property used and useful in the 
one area, as shown by plant accounts, to 
the natural gas company’s total plant in- 
vestment. 


Calculation of Return 


On the basis of this allocation, it was 
found that a return of 3.42 per cent on 
the gas company’s rate base would provide 
for the servicing of the allocated debt and 
afford earnings of 9.99 per cent on the 
allocated equity capital. The commission 
considered this return adequate. The rate 
of return requested by this company, how- 
ever, besides covering the servicing of 
debt, would have furnished earnings on 
equity amounting to 13.44 per cent. The 
latter figure was deemed excessive by the 
commission. 

The rate of 3.39 per cent allowed the 




















water company was found sufficient to 
provide earnings on equity investment of 
13.48 per cent after servicing the debt. If 
the commission had authorized the re- 
quested rate in this instance, the earnings 
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on equity would have been 19.26 per cent, 
which, as in the other case, was declared 
excessive. Re Ohio Fuel Co. Case No. 
25040, October 21, 1955; Re Ohio Water 
Service Co. No. 25381, October 20, 1955. 


Telephone Service Denied to Information Business 
Serving Bookies 


HE New Jersey commission refused 

to require a telephone company to re- 
instate telephone service for a “publish- 
ing” business engaged in the dissemina- 
tion of horse-race results. Service was 
discontinued at the request of the county 
prosecutor, who asserted that the racing 
information furnished by the complainant 
directly aided bookmakers, though it was 
not contended that the conduct of the 
business, in itself, was unlawful. 

The commission found that the “flash 
news” service was “tailored to the needs 
of bookmakers.” This was borne out, it 
said, by the fact that the results of races 
were furnished immediately to subscrib- 
ers and by the further fact that excessive 
subscription fees were charged for such 
information. “It is extremely unlikely,” 
said the commission, “that anyone but a 
‘bookie’ would be willing to pay the ex- 
pensive subscription fees.” Though it was 
contended by the complainant that horse 
owners and legitimate betters required im- 
mediate race results, no testimony by horse 


owners or other evidence was offered in 
support of the claim. 

The commission considered an analo- 
gous Pennsylvania case in which it was 
held that telephone companies could not 
deny service to persons engaged in legiti- 
mate enterprises merely because informa- 
tion transmitted by the subscriber over the 
facilities might be used illegally by others 
(53 PUR NS 217). In distinguishing this 
case, it was pointed out that the cost of 
racing information furnished by the 
Pennsylvania subscriber was only a very 
small fraction of the large fees obtained 
for similar service provided by the com- 
plainant in the instant proceeding. The 
price for racing results being moderate in 
the one case, such information might well 
be used for legitimate purposes besides 
book-making operations. But in the in- 
stant case, the commission said, “the pe- 
titioner’s operation is geared to fulfill this 
need of ‘bookies.’” Paterson Publishing 
Co., Inc. v. New Jersey Bell Teleph. Co. 
Docket No. 8644, November 9, 1955. 


Conflicting Applications for Extensions of Gas Service 
Decided on Feasibility Grounds 


HE North Carolina commission au- 
thorized Public Service Company of 
North Carolina to extend its natural gas 
service from Chapel Hill to the Sanford 
industrial area, requiring only a 30-mile 
pipeline, upon finding that the project was 


economically feasible and that a case of 
public convenience and necessity had been 
made out. 

In the same opinion the commission con- 
sidered the application of Tidewater Gas 
Company, which requested conflicting au- 
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thority. This company, however, admit- 
ting that its project was unfeasible, in ef- 
fect supported a separate application of 
North Carolina Natural Gas Company 
(not directly ruled on in this opinion) and 
requested that any certificate that might 
be granted Tidewater be awarded to North 
Carolina Natural Gas instead. But be- 
cause of the unfeasibility of the Tidewater 
project, its application was dismissed, 
while the Public Service proposal, being 
feasible, was approved. 

Carolina Natural Gas Company pro- 
posed not only to serve the Sanford area 
but, as a part of its over-all program, to 
construct a 500-mile pipeline system in the 
eastern part of the state and provide nat- 
ural gas service there. Evidence indicated 
a substantial economic need for natural 
gas in eastern North Carolina. 

Dissenting Position 

In a strong dissent, Commissioner 
Worthington voiced concern for the loss 
of the opportunity to secure natural gas 
service for the whole of eastern North 
Carolina, as proposed in the application of 
North Carolina Natural Gas Company. 
He pointed out the need and advantages 
of gas to the economic development of the 
eastern part of the state. 

While Natural Gas Company’s pro- 
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posal was feasible, said this commissioner, 
there would, nevertheless, be a narrow 
margin upon which to work. He noted that 
the heavy industrial demand for gas in 
the Sanford area offered the greatest in- 
ducement to this company’s project and 
was vital to the construction of a pipeline 
to the east. 

Public Service Company indicated, on 
the other hand, that it was not interested 
in extending a pipeline into eastern North 
Carolina until more industry had settled 
in that territory. But industry, the com- 
missioner observed, is reluctant to move 
in until gas service is available, so that 
the net practical effect of Public Service 
Company’s position is that it never will 
build a pipeline into the eastern part of 
the state. 

Where, as in this instance, said the com- 
missioner, a case is made out for each of 
two territorial requests, one being the 
larger and including the other, the con- 
venience and necessity of the great num- 
bers of the public included in the larger 
territorial request should not be defeated 
by the granting of the smaller one, and 
especially so when the smaller territory 
will be served if the larger request is 
granted. Re North Carolina Pub. Serv- 
ice Co., Inc. Docket Nos. G-5, Sub 15, G- 
20, November 7, 1955. 


Electric Company Issues Refunding Mortgage Bonds 


5 New York commission authorized 
Consolidated Edison Company to is- 
sue $70,000,000 of first mortgage refund- 
ing bonds. This was another step in a 
series of permanent financings undertaken 
by the company since the inauguration of 
its extensive postwar construction pro- 
gram. The company furnishes electric 
service in New York city and Westchester 
county. It had actually spent more than 
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$700,000,000 for capital purposes over and 
above the funds provided by depreciation 
accruals, net salvage, etc., during this post- 
war construction period. 

It was noted that the construction pro- 
gram for the coming year would involve 
expenditures in excess of $100,000,000, 
and its progression would require substan- 
tial funds from external corporate sources. 
In fact, the company anticipated bank bor- 
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rowings of $70,000,000 before the sale of 
the proposed bonds could be consummat- 
ed. Therefore, it desired to issue the 
mortgage bonds in order to discharge its 
outstanding bank loans. In this manner its 
revolving credit would be reinstated and a 
ready source for obtaining additional 
funds for construction purposes would be 
furnished, pending further permanent 
financing. 


Effect on Capital Structure 


Generally speaking, the company could 
not issue other types of securities at a cost 
as low as that of issuing debt securities, 
owing to the interest rate, which was 
found to be less under present bond mar- 
ket conditions for high-grade securities 
than the prime commercial rate for short- 
term loans in New York city, and the re- 
sultant reduction in income taxes. The 
commission found that the bond issue 
would not adversely affect the company’s 
capital structure, would meet all legal re- 
quirements for investment by savings 
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banks in the state, and would be offered 
publicly—at which time the price to the 
company, interest rate, and redemption 
prices would be fixed. 

The authorization provided, however, 
that the proceeds from the sale of the 
bonds were to be applied toward reim- 
bursement of the company’s treasury for 
claimed capital expenditures and that the 
funds, to the extent necessary, be used to 
discharge the principal amount of unse- 
cured notes outstanding as of the date of 
closing with the prospective purchasers. 
The commission also provided that the 
authority might be abrogated by an order 
signed by one or more commissioners with- 
in twenty-four hours after submission of 
the competitive bidding proposals, if the 
price to the company, interest rate, and re- 
demption prices—all as accepted by the 
company’s board of trustees—appeared 
unsatisfactory and contrary to the public 
interest. Re Consolidated Edison Co. of 
New York, Inc. Case 16701, November 
27, 29355. 


Discriminatory Free Interexchange Telephone Service 
Replaced by Toll Rates 


A JOINT application by a group of small 
telephone companies for authority to 
eliminate unlimited interexchange service 
beyond the next adjacent exchange was 
granted by the Wisconsin commission on 
the ground that such unlimited service 
was discriminatory. The companies were 
authorized to substitute standard toll rates. 

The pole line between any two adjacent 
exchanges of these companies was jointly 
owned, and each company maintained its 
own portion of the line. No apportion- 
ment of compensation on the basis of the 
proportion of traffic originating at indi- 
vidual exchanges was attempted. Some 
connecting companies, on previously ob- 


tained authority, did not allow their sub- 
scribers to call beyond the first adjacent 
exchange without a toll charge. 

With these facts in evidence, the com- 
mission declared that unlimited interex- 
change service, unless confined to adja- 
cent exchanges with a close community of 
interest, is discriminatory since it imposes 
a cost burden upon all subscribers at the 
connected exchanges in order to make such 
service available to a relatively few users. 
It also seriously impairs normal toll traf- 
fic originating at exchanges which pro- 
hibit such practice, said the commission. 

As to two connecting companies which 
did not join in the instant application, the 
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commission indicated that it had no juris- 
diction in this proceeding to order them 
to eliminate free service from their ex- 


changes to those of the applicants. Re.Jn- 
dependence Teleph. Co. et al. 2-U-4475, 
November 25, 1955. 


Carrier Domicile Involved in Certificate Transfer 
Held to Rest on Public Necessity 


Ts Florida supreme court refused to 
review an order of the state commis- 
sion approving the transfer of a carrier 
certificate, which authorized the trans- 
portation of household goods in the state, 
but denying permission to change the 
domicile of the carrier equipment to an- 
other city. 

The petitioners urged that in deciding 
this case the commission had no authority 
to consider, or require evidence on, the 
question of whether the public convenience 
and necessity would permit a new carrier 
in the place to which it was proposed to 
move the domicile of the carrier equip- 


ment. Certainly, said the court, an altera- 
tion of the domicile involves something 
vastly more important than a simple trans- 
fer of the rights of the original holder or 
a minor increase in the number of prod- 
ucts that can be carried, which latter 
changes have been authorized in other 
cases without explicit evidence of public 
convenience and necessity. 

Citing case authority “which clearly in- 
dicates that a transfer of a certificate may 
involve the question of public necessity,” 
the court upheld the state commission’s 
ruling. Hagen et al. v. King et al. 82 So2d 
592. 





Other Recent Rulings 


Loan from Parent Authorized. The 
North Carolina commission authorized a 
telephone company to issue its convertible 
promissory note to its parent corporation 
in order to obtain funds with which to ac- 
quire stock from an affiliate so as to main- 
tain voting control of it as required by the 
petitioner’s mortgage indenture, the capi- 
talization, as well as the financial and earn- 
ings position, of the affiliate comparing 
favorably with those of the petitioner. Re 
Central Teleph. Co. Docket P-10, Sub 50, 
November 16, 1955. 


Telephone Company Return. The Wis- 
consin commission denied a rate increase 
for a small telephone company since its ex- 


isting rates provided a rate of return of 
6.56 per cent on an estimated net invest- 
ment cost rate base, such return being con- 
sidered just. Re Hammond Teleph. Co. 
2-U-4482, November 29, 1955. 


FPC Jurisdiction over Local Gas Sales. 
The Federal Power Commission dis- 
missed for lack of jurisdiction an applica- 
tion for a certificate, pursuant to § 7 of 
the Natural Gas Act, authorizing the con- 
tinued sale of natural gas by an independ- 
ent producer to a pipeline company, where 
it found that none of the gas was being 
transported or sold outside the state in 
which it was produced. Re Point Corp. 
Docket No. G-5939, November 2, 1955. 
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Do look-alikes always perform alike? 


In the case of Delta-Star MK-40 Switches, you always can expect con- 

sistent performance, one switch to the next. The engineering and design 

DEL T. ‘A. S T. "4 R experience, the skill and care, and the quality of Delta-Star workmanship 
and materials assure permanent, high performance. 

K 4, 0 S : h Moreover, Delta-Star MK-40 Switches alone offer a combination of 

r witches unbeatable advantages originated by Delta-Star. These switches have a 

ee minimum number of moving parts, minimum current interchange sur- 
-often imitated faces, fully controlled blade with high pressure silver-to-copper contacts 

: at both ends. Contacts are fully visible for inspection. Contact pressure 
as ~ applying springs carry no current, and offer large deflection to maintain 

even cop ied uniform high pressure contact over extended periods of wear. MK-40 

Switches feature sturdiest possible construction, using large rugged 
- lever equaled sealed-type ball bearings. 

Switches that look like Delta-Star’s MK-40 don’t necessarily perform the 
same. Even minor changes in bearing centers, or an extra link in the mech- 
anism only introduce needless complications and small parts that may 
detract from top performance. 

Delta-Star MK-40 Switches firmly remain the standard of comparison. 
Consistently they’re your best buy. 













When you want the best in high-voltage equipment specify DELTA-STAR 





H. K. PORTER COMPANY, INC. 
seconded! OF PITTSBURGH 
2437 Fulton Street * Chicago 12, Illinois 


District Offices in Principal Cities 









Utilities pipeline contractor 


Averages 20 feet of trench per minute, digs 
2 to 4 jobs per day with each of his Clevelanc 


1000 feet of complete pipeline 
construction—trench digging, pipe- 
laying, backfilling and backfill 
compaction—is an average day’s 
work for each crew of F. H. Linne- 
man, Inc., pipeline and utilities 
contractor of Denver. Most of this 
work is on 2-, 4- and 6-inch pipe- 
lines for the many new housing 
developments in the Denver area. 


With a Cleveland Trencher open- 
ing up trench at an average rate 
of 20 feet per minute, a typical 
Linneman crew will do 2, 3 or 4 
complete pipeline jobs in an 8-hour 
day—jobs that run from 50 to 1000 
feet each in length. One of these 
crews has a record day's produc- 
tion of 7 complete jobs. 


Currently operating 7 Cleveland 
Trenchers, Linneman specializes 
in utilities work—gas, water and 
sewer line construction. Equipment- 
minded and especially mainte- 
nance-conscious, he has consist- 
ently employed Clevelands ever 
since he began his contracting 
business in 1946. 


Fast portability of equipment is essential 
in Linneman’s tight-scheduled opera- 
tions. His Clevelands can be loaded on 
their low-bed trailers in less than 10 
minutes time, ready to roll safely from 
job to job at legal limit speeds. 


THE CLEVELAND TRENCHER COMPANY ¢ 20100 St. Clair Ave. 


“Maintenance costs on Clevelands a 


appreciably lower” says owner of 7 


1948. We have no record of § .... 
miles this machine has dug, fj, 
feel that it would be a near-recof\’; 
Our maintenance costs on it hi 
been extremely low. 


Here is what F. H. Linneman has to 
say about trenchers: 


“In the type of work we most gen- 
erally perform, in the city especially, 
we have found Clevelands best suited 
to our operations because of their 
narrow-width construction, com- 
pactness and speed. They enable us 
to work in close places and keep 
trenching ahead of follow-up oper- 
ations, a decided advantage. 


“We have employed Clevelands in 
our work since we began contracting 
in 1946. We have seven of them at 
the present time, the oldest being 
a Cleveland Model 95 purchased in 


“Our over-all maintenance costs #P ** 


Clevelands are appreciably lov 
than on other trenchers we hq ® 
operated. This is another reas 
why we have purchased mo 
Clevelands than any other make. 
have also found it easier to tr 
operators for Clevelands than for 
other make. Our newest Clevela 
a “240,” was delivered only lit; 
week by H. W. Moore Equipmg 
Co., here in Denver.” 


Cleveland 17, 0 
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Industrial Progress 


Ohio Edison to Build 
$62,000,000 Plant 


LTER H. SAMMIS, president 
Mhio Edison Company, announced 
tly a $62,000,000 program for 
onstruction of a new power plant, 
initially installed generating ca- 
y of 340,000 kilowatts, at Strat- 
Ohio, on the Ohio river. 
vo steam-electric generating units, 
capable of carrying 170,000 kilo- 
s of system load, are to be in- 
ed in the new plant. They will be 
largest generators on the Edison 
“Bem serving a population of 1,600,- 
@™ in Ohio and Western Pennsyl- 
a. The new units will operate at 
am pressure of 2,400 Ibs. per sq. 


5 GMr. Sammis stated that construc- 

work is expected to begin in the 

"7 Amer of 1956 and the first genera- 
will go into operation in 1959. 

d of @ second unit will probably go into 

dug, Hice in 1960. 

f-recoith the announcement of the 


1 it h&tton development, the Ohio Edi- 
System now has generating addi- 


s scheduled to go into service each 


ia between 1957 and 1960, aggre- 
ve ha 520,000 kilowatts, and which 
mgr raise the system capability to 
d 0,000 kilowatts. At the Edgewater 

Mt in Lorain, Ohio, a 90,000 kilo- 
rake. addition is scheduled for opera- 
“e 4 in 1957. Pennsylvania Power 
n fora 


pany, subsidiary of Ohio Edison 
levelafipany, is making a 90,000 kilowatt 
nly Wtion to its plant at New Castle, 
uipm@duied for service in 1958. 


Cleveland Electric Plans 
7, 0@38.000,000 Turbogenerator 


VELAND Electric Illuminating 
nipany will build a $38 000,000 
bogenerator with a 250,000-kilo- 
capability at Avon Lake, Ohio, 
miles west of Cleveland. 
onstruction will start early this 
and completion is scheduled for 
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1958. Westinghouse Electric Corpora- 
tion is building the turbogenerator and 
Combustion Engineering Company 
the boiler which will supply the 
generator with steam. 

The company has spent $260,000,- 
000 in its postwar expansion program 
and an additional $190,000,000 is 
scheduled for construction activities 
through 1960. 


Motorola Expands Microwave 
Facilities 
DANIEL E. NOBLE, vice presi- 
dent in Charge of Motorola’s Com- 
munications and Electronics Division, 
has announced relocation of the divi- 
sion’s Microwave and Industrial Prod- 
ucts Department into new and ex- 
panded office, manufacturing and en- 
gineering quarters. This phase of the 
company’s activity, previously at the 
Chicago headquarters location, will 
now be centered in a modern one-story 
structure a few blocks away. The new 
address of the department is 1400 N. 
Cicero avenue, Chicago 51, Illinois. 


Mr. Noble said the new facilities 
were needed to accommodate increased 
sales of microwave systems, super- 
visory control and power line carrier 
equipment. More efficient layout and 
improved materials handling methods 
incorporated in the new plant will 
greatly increase production capacity. 
Larger laboratory and systems engi- 
neering facilities are also provided. 
“Sales of microwave equipment 
reached an all time high in 1955,” said 
Noble, “and we expect a continued up- 
ward trend.” 


Central Kentucky Natural Gas 
To Construct $2,474,100 of 
Natural Gas Facilities 


CENTRAL Kentucky Natural Gas 
Company, Charleston, West Virginia, 
has received Federal Power Commis- 
sion authorization to construct nat- 


ural gas facilities estimated to cost 
$2,474,100, to abandon a compressor 
unit, and to sell certain of its facili- 
ities to the Union Light, Heat and 
Power Company, Covington, Ky., and 
the Cincinnati (Ohio) Gas & Electric 
Company. 

The facilities to be constructed are: 
14.2 miles of pipe line (24”) from 
Cold Springs to Anderson Ferry, Ky. ; 
a two line (20” pipe) 2,550-foot cross- 
ing of Licking river on the Cold 
Springs-Anderson Ferry Line; a two 
line (20” pipe) 3,575-foot crossing of 
the Ohio river at Anderson Ferry; a 
6.9 mile, 20” loop line from the Means 
Compressor Station to South Means, 
Ky.; and an installation of an addi- 
tional 1,980 horsepower at the Means 
Station. 


129 Utilities Participate 
In EEl Heat Pump Survey 


“HEAT Pump Promotional Activ- 
ities,” a 1955 EEI Heat Pump Sur- 
vey in which 129 electric companies 
participated, has just been compiled 
by the Edison Electric Institute. 

The survey, carried out under the 
direction of the Market Research 
Committee and the Commercial Elec- 
tric Space Heating and Air Condition- 
ing Committee of EEI and the joint 
AEIC-EEI Heat Pump Committee, 
contains information concerning pro- 
motional activities of three groups of 
utilities: those with definite programs, 
companies who plan to promote the 
heat pump in the future but have no 
present definite program, and a group 
whose activities are primarily con- 
cerned only with experimental instal- 
lations for company study purposes. 

Forty-six utilities reported definite 
promotional programs, sixteen indi- 
cated they plan to promote the heat 
pump and six companies plan to car- 
ry out investigations with experiment- 
al installations before making definite 
programs. 

(Continued on page 26) 
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Installations reported by the 129 
companies surveyed, as of December 
31, 1954, included 1614 residential, 
991 commercial and 17 industrial, for 
a total of 2622. 

The survey shows that as a heat 
source 1251 installations used air, 862 
water and 71 ground. Not all of the 
companies reported their heat source 
however. 

The survey was intended to deter- 
mine how many electric power “cus- 
tomers” are using heat pumps, so the 
number of installations are of primary 
interest. The term “installation” as 
used in the report means a customer 
and not units ; there can be more than 
one heat pump at an installation. 

Sales quotas for 1955 were reported 
in various ways. 480 heat pump instal- 
lations are planned by ten companies 
while five other companies reported 
542 “units.”” Two companies plan to 
install 3377 “tons” during 1955. 


FPC Issues 1954 Edition of 
"Statistics of Natural Gas 
Companies" 


THE Federal Power Commission an- 
nounced recently the issuance of the 


1954 edition of its annual publication 
“Statistics of Natural Gas Com- 
panies.” 

The report contains, for the individ- 
ual companies, detailed financial and 
operating information in the form of 
statements of the balance sheet; in- 
come and earned surplus statements ; 
gas operating revenues, customers and 
sales; capital stock and long-term 
debt ; gas operating expenses ; gas util- 
ity plant; gas accounts; and data on 
physical property and number of em- 
ployees. Composite financial and op- 
erating statements summarizing the 
data for all companies included in the 
report are shown for the years 1944 
through 1954. 

Information contained in the publi- 
cation was taken from annual reports 
filed with the FPC by natural gas com- 
panies subject to its jurisdiction. The 
new report provides information on 
115 companies. During the year three 
of these companies were eliminated 
through merger, leaving 112 in opera- 


_tion at the end of 1954. 


Passage of the Hinshaw Amend- 
ment to the Natural Gas Act, H.R. 
5976, reduced the number of natural 


gas companies reporting to the ( 
mission from 160 in 1953 to 1 
1954. 

Copies of the new publicatio 
for sale by the Federal Power ( 
mission, Washington 25, D. C. 
price is $5.00 per copy and the q 
number is FPC S-116. 


R-R Booklet Shows How U 
Uses Film-a-record Came 


HOW the Southern California 
Company, Los Angeles, has prot 
itself against loss through the uy 
a Film-a-record camera is told 
4-page illustrated booklet recenti 
sued by Remington Rand. 

With a $120 million annual b 
to 1.4 million customers, the com 
was concerned about the loss 
accounts receivable records it 
event of a disaster. The booklet | 
out that they found protection 
the installation of a Film-a-r 
camera in the tabulating depart 
for the filming of each month’s 
and punched cards. The films 
stored in vaults below the cust 
service office in Visalia, Calif 

(Continued on page 28) 
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American Appraisals meet 
the requirements of Trust Indentures 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 


condition of all assets. 


The 


AMERICAN APPRAISAL 


Company 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin. 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. * PITTSBURGH 22, PA. 
Offices in Principal Cities 





La, 

Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 

















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


NAME 
FIRM 


ADDRESS 
PUFI 
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away from the major military produc- 
tion centers. In the event of an em- 
ergency, the current customer bills 
could be reproduced as working docu- 
ments rather than endangering their 
meter books. 

Copies of this booket (CH1031) 
are available at all Remington Rand 
sales offices or by writing to Reming- 
ton Rand Division, Sperry Rand Cor- 
poration, 315 Fourth avenue, New 
York 10, New York. 


British Columbia Electric Has 
$75,000,000 Construction 


Program 
BRITISH Columbia, which has 


grown faster than any other province 
in Canada for the past decade, stands 
on the threshold of even greater ex- 
pansion in the years immediately 
ahead, according to President Dal 
Graurer of the B. C. Electric Co. 
And the company is backing this fore- 
cast with a record-smashing construc- 
tion budget of $75,000,000 for 1956. 

Next year’s capital program is al- 
most twice as large as the one now 
nearing completion, and is by far the 
biggest for any single year in BCE’s 
history. 

In the past decade BCE has added 





$290,000,000 worth of electric, gas 
and transit facilities. 


Atomic Reactor Contract 
Awarded to B&W 


THE first lump-sum contract to build 
reactor fuel elements in a privately 
owned facility has been awarded to 
The Babcock & Wilcox Company ac- 
cording to an announcement made re- 
cently by the Atomic Energy Com- 
mission. The announcement said that 
the contract was let on competitive bids 
and calls for at least 325 fuel element 
assemblies to replenish the core of the 
Materials Testing Reactor at Arco, 
Idaho, operated by the Phillips Petro- 
leum Company for the A.E.C. 

A prototype fuel element of the 
kind to be built under the contract, 
has already been manufactured and 
was placed on display in the Babcock 
& Wilcox exhibit at the International 
Atomic Exposition in Cleveland, De- 
cember 10-16. The unit was built at 
the company’s temporary plant facili- 
ties at Lynchburg, Virginia. The new 
fuel element fabrication plant now un- 
der construction at Lynchburg is ex- 
pected to begin full-scale operations 
next spring and will be the first major 
facility of this type in private indus- 
try. Delivery of the first 35 MTR as- 























The offering is 


Dated December 1, 1955 


SALOMON BROS. & HUTZLER 
DICK & MERLE-SMITH 
F. S. SMITHERS & CO. 
GREGORY & SONS 
COURTS & CO. 


GREEN, ELLIS & ANDERSON 


December 15, 1955. 





This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 
made only by the Prospectus. 


$25,000,000 


New Jersey Bell Telephone Company 


Forty Year 3%s% Debentures 


Price 100.99% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. Inc. 


BACHE & CO. 

VAN ALSTYNE, NOEL & CO. 
HIRSCH & CO. 

NEW YORK HANSEATIC CORPORATION 


Due December 1. 1995 


A. G. BECKER & CO. 
INCORPORATED 
WERTHEIM & CO. 
BAXTER, WILLIAMS & CO. 
COOLEY & COMPANY 
THE ILLINOIS COMPANY 
INCORPORATED 
BALL, BURGE & KRAUS 


IRA HAUPT & CO. 

















semblies to Arco is scheduled fo 
gust 1956. 

Total amount of the contract j 
proximately $90,000. In makin 
announcement, Lewis L. St 
chairman of the A.E.C., empha 
that the award of the contract wa 
nificant in the development of a 
ian atomic energy industry and 
related specialized skills. In add 
purchase of the fuel assemblies 
a commercial supplier will mak 
facilities of the Oak Ridge Nat 
Laboratory, previously used fo 
purpose, available for other wo 
said. A total of 47 firms were inj 
to submit proposals and Babco 
Wilcox was selected from amon 
12 received, he revealed. 

B&W also had on display at G& 
land models of the fuel elements \ 
will be used in the reactor in the 
000 kw atomic-electric power 
Consolidated Edison will build 
Indian Point, N. Y. Babcock & 
cox has a contract to design and 
the nuclear portion of this plant y 
will supply electric power to the 
York City area. This is the first 
plant to be conceived and_ fina 
solely on a private enterprise basi 
is also the largest yet proposed, 


G-E Develops New Autom 
Dispatching Systems for Ele 
Utility Companies 


A REVOLUTIONARY auto 
dispatching system—the first to 
form the routine and repetitive { 
tions of electric utility productiot 
partments as well as automati 
regulate power generation for 

tuating customer needs—has beef 
nounced by General Electric’s In 
ment Department. 

The new dispatching system 
sists basically of a remote-positioj 
peating selsyn circuit which req 
only a single control channel to 
generating station. It adjusts 
generation to maintain desired 4 
age conditions of frequency and 
line load. 

Moreover, the dispatching sy: 
allocates total generation between 
chines automatically in order to! 
ize a minimum fuel input to the 
tem. This is based on a continuous 
of incremental cost data for every 
chine under control. The system 
duction cost (mills/Kwh) is comp 
with this incremental cost data 
each machine to specify a valu 
output. The economic features of 
control system comprise an anal 

(Continued on page 30) 
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Our new five-day 


financial seminars... 


have been designed to acquaint selected utility 
officials with the inner workings of New York's 
financial community. 

These seminars are made possible through the help 
of many financial specialists who give a firsthand 
account of their particular operations. 

In addition, our well-known Public Utilities Round 
Tables will continue as in former years. 


IRVING TRUST COMPANY 
One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 Total Assets over $1,400,000,000 
Wutam N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cums, Vice President in Charge 
MEMBER PEDERAL DEPOSIT INSURANCE CORPORATION 
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computer which continuously specifies 
an optimum division of output among 
all machines. 

To assure that total generation is 
properly adjusted to match the area 
load, measurements of tie-line power 
and system frequency are combined 
in order to detect any deviation from 
desired conditions.:Any deviation is 
employed by the master area controller 
to correct the prevailing incremental 
cost signal to restore the power sys- 
tem to balance. 


Merits of Dual Cycle BWR 
Told at Nuclear Congress 


A DUAL-CYCLE, boiling - water, 
nuclear reactor can produce steam for 
electrical power generation in several 
economical ways, it was disclosed re- 
cently at the Nuclear Engineering and 
Science Congress in Cleveland, Ohio. 
The method and reactor pressure se- 
lected determines the net station heat 
rate, which may vary from 10,656 to 
13,117 Btu per kw hr. The several 
methods of adapting this cycle for 
power generation were discussed by 
V. A. Elliott and T. Trocki, General 
Electric Company, in a paper submit- 
ted under the auspices of The Amer- 
ican Society of Mechanical Engineers, 
one of the sponsors of the Congress. 

In a reactor of this type, steam is 
produced by the direct transfer of heat 
from nuclear fuel to the water, which 
serves both as a moderator and coolant 
in the reactor. Since the moderating 
effect of the water is required for con- 
tinuation of the nuclear reaction, the 
proportion of steam and water in the 
reactor can be used to control its ac- 
tivity and, therefore, its heat output. 
Using the dual-cycle overcomes the 
main disadvantage of the straight boil- 
ing-water reactor by providing more 
accurate control of the reactor with- 
out exceeding the maximum allowable 
steam volume in the core. 

It does this by drawing hot water 
from the reactor core into an outside 
circuit where it is passed into a flash 
tank, or through a heat-exchanger type 
boiler, and then back to the bottom of 
the reactor. 

Thus, steam generated inside the re- 
actor passes quickly out at the top 
without usurping water volume space, 
and removing heat from the circulat- 
ing water by flashing part of it to 
steam, or passing it through the heat 
exchanger, keeps the reactor cooler 
and slows up steam generation inside. 

In making the studies with a flash 
tank in the outer water circuit, two 
pressure designs were considered: 
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One having a reactor pressure of 1,- 
000 psi and flash pressure of 600 psi, 
and the other a reactor pressure of 600 
psi anda flash pressure of 350 psi. The 
higher pressure design results in a 14 
per cent improvement in heat rate due 
partly to the higher initial pressures, 
and partly to the greater amount of 
regenerating heating possible at the 
higher pressure. 


Commonwealth Edison to Install 
305,000 Kw Unit at Waukegan 
Station 
COMMONWEALTH Edison Com- 
pany has ordered a 305,000 kilowatt 
turbine generator for installation at 
the Waukegan station, John W. Evers, 

president, announced recently. 

According to the announcement, 
the machine will be the biggest ever 
ordered by the company and is larger 
than any now in operation in the coun- 
try. Three others of comparable size 
have been ordered by other large util- 
ity companies. 

- The unit is to be built by General 
Electric Company at Schenectady and 
is scheduled to be in service in the 
summer of 1958. 

During 1955, the company placed 
in service three new units with capac- 
ity of over 500,000 kilowatts, the 
largest total of any year in its history. 
In addition, two other large units 
totaling 465,000 kilowatts, are under 
construction. 

One of the two units now under 
construction is a 260,000 kilowatt ma- 
chine at the Will county station near 
Lemont and scheduled for operation 
in 1957. Also, an older unit at Craw- 
ford station in Chicago is being dis- 
mantled to make way for a modern 
205,000 kilowatt machine which is to 
be in service in 1958. 

When the new Will county, Craw- 
ford and Waukegan units are com- 
pleted, Commonwealth’s capacity in 
1958 will approximate 4,600,000 kilo- 
watts, or double the capacity at the 


end of World War II. 


Nuclear Reactor Materials 
Course to Be Held at 
Northwestern University 


THE Atomic Industrial Forum has 
announced the organization of a con- 
centrated two-week Course on Nu- 
clear Materials to be conducted at the 
Technological Institute of Northwest- 
ern University, Evanston, Illinois, 
from January 30 to February 10, 
1956. The course is designed for 
senior chemists, engineers and metal- 





lurgists. Priority for attendg 
which will be limited to 60 pa 
pants, will be given to personne! a 
ciated with Forum organization nj 
bers. 

The agenda includes sessions 
production of concentrated uray 
ore, production of metallic urani 
casting and fabrication of uran 
metal, manufacture of fuel ele:me¢ 
thorium, liquid metal fuels anc ¢ 
ants, control and shielding mater 
ceramics, radiation damage an] 
rosion of structural and fuel m 
rials, chemical and metallurgical 
processing, plant layout and op 
tional problems, and health and sa 
in materials handling. 

General Chairman of the cours 
Stuart McLain. Chairman, Publ 
tions and Education Subcommiite 

Additional details may be obiai 
from: Manager of Technical In 
mation, Atomic Industrial Forum, 
Madison avenue, New York 16, } 
York. 


System Network Analyzer fq 


Kentucky Utilities Co. 


PURCHASE of Kentucky’s first 
tem network analyzer—a complici 
electrical device for studying pre 
conditions in power systems and p} 
ning future changes and enlargem| 
—was announced recently by K 
tucky Utilities Company. 

The equipment, to cost appr 
mately $200,000, is to be installed 
the newly constructed fourth floof 
120 South Limestone Street in L 
ington where KU has its general 
fices. The analyzer is scheduled t 
installed next June. 








On the analyzer board, engin 
will be able to set up in miniature 
company electric system, reproduc 
the electrical characteristics of pol 
plants, interconnections, transmiss 
and distribution lines and substat 
and switching station equipment, mj 
as it might be possible to use a me 
railroad to duplicate an actual rail 1 
work. 

The analyzer will also reprod 
failures of system as experience:! d 
ing lightning and other storm con 
tions, so they can be studied to ‘lef 
mine connections for improv 
service. 

The model system will then 
studied under both present and uti 
conditions of operations and the 
sults of these studies help deci le 
sizes and locations of new facilites] 
the most efficient and reliable syst 
operation. 
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lumbia Gas System | 
delivers a modern miracle ~ 
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DRYING 






\ 


X FOR INSTANT 
\.-- HOT WATER 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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Announcing an authoritative treatise on og 


RATE OF RETURN 


by Ellsworth Nichols 
the book you've been waiting | 





One of the most important subjects, if not the most important subject, constantly confronting utility 
managements, regulatory commissions and others concerned, is the amount of return to be allowed 
public utility companies and how best to determine that return. After almost four 

years of research, study, and analysis, Ellsworth Nichols, Editor 
of PUBLIC UTILITIES REPORTS and author of other 
publications on regulation, has completed his new volume, 


“Rate of Return.” 





Throughout the work, emphasis is placed on the ruling prin- 
ciples of courts and commissions concerning the various factors 
to be considered, the weight to be accorded such factors, and illus- 


trations of the application of the principles discussed. 


The volume contains 25 chapters, each dealing with an important 


phase of the subject. 


Theory of Return in Rate Capital Costs of Related 
Regulation Companies 

Confiscation Capital Structure 

Right to Fair Return Cost of Debt Capital 

Amount to be Allowed Cost of Preferred Stock Capital 

Attraction of Capital Cost of Equity Capital 

Comparable Earnings Financing Costs 

Risk or Absence of Risk Illustrations of Capital Cost 

Economic Conditions Efficiency of Operation and 


Intercorporate Relations Management 

Cost of Capital As a Factor Character of Service 

Principles Governing Capital Rate Base Theory as a Factor 
Cost Past Earnings or Losses 

Economic Conditions Affecting Miscellaneous Factors 
Capital Cost Operating Ratio 


An important aspect of this editorial achievement is Mr. Nichols’ review of more than a thousand decis 
on “Rate of Return,” contained in over two hundred volumes of Public Utilities Reports. This extensive 1 
of material, together with related materials from other sources, have been condensed into 500 pages und¢ 
single cover and constitute the most authoritative and comprehensive treatment of the subject ever publis 


Kept up to date by the addition periodically of pocket supplements containing the latest rulings, 
cisions and discussions dealing with the subject “Rate of Return.” 


Order your copy today 
Price $15.00 






PUBLIC UTILITIES REPORTS, INC.—Publishers 


NEW BOOK DEPARTMENT 
309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 














DAY & ZIMMERMANN. INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 














%* Standby 
% Augmentation 
%& 100% Town Supply 


Design ¢ Engineering « Construction 


DRAKE & SLOAN aN D 11 WEST 42ND STREET NEW YORK 36,N. Y. 











BaD 


Ford, Bacon & Davis 
varraue” Engineers °outece" 


NEW YORK @ CHICAGO e@ LOS ANGELES 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








GIBBS & HILL, Inc. 


CONSULTING ENGINEERS 
DESIGNERS ¢ CONSTRUCTORS 
NEW YORK LOS ANGELES 





















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 





























W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
- ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 

















CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street ; Chicago 3, Illinois 











GusTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











HOOSIER. ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 
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PROFESSIONAL DIRECTORY (continued) 





JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Soe fu ljia n lopovalion 


ENGINEERS ° CONSTRUCTORS 





POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21], PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
sie Utility Management Consultants Specializing in REGULATORY 
WATER COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: '’The Value of Cost Analysis to Management"’ 

















N. A. LOUGEE & COMPANY: 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET e=s BOSTON 10, MASS. 











MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 











° ization ¢ C te Practices * A ing © Budgeting * Fi ing * Taxes © Stock Transfer « A isal Val om i 
Analysis ¢ Cost of Money Studies * Depreciation Studies ¢ ‘Engi © System Planning ¢ Industrial Engineering « New Business © Rates © Pricing 
Soles and Marketing * Safety * Insurance * Pensions ¢ Employee Welfare © Public Relations * Advertising © Personnel ¢ Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 
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PROFESSIONAL DIRECTORY (continued) 





Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 

















SANDERSON & PORTER 


ENGINEERS & 
AND 
CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 











STONE « WEBSTER 
ENGINEERING CORPORATION 


Design e Construction e Reports e Appraisals 
Examinations e Consulting Engineering 
NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 











SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS Gonnrsitiie, tat Toone 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abram$Aerial Survey 
Corporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bidg. Lansing, Mich. 











Deter F. Loftus 


Gao KP OR A.T |! 


DESIGN AND CONSULTING ENGINEERS 
Electrical © Mechanical * Structural 
Civil * Thermodynamic * Architectural 


FIRST NATIONAL BANK BLOG., PITTSBURGH 22, PA 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building 


Indianapolis, Ind. 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 














ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


eto, Be Gl om. a >) 
GAS AnD SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ul. 














LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 
HARRISBURG, PENNSYLVANIA 


tnvestigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoUTH MICHIGAN AVENUE, CHICAGO 








A. S. SCHULMAN ELEctTrRIC Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 














JACKSON & MORELAND 


Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 











SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 
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(@ Va heot- wef alr- Mm —- TE OR-mm\  hexet ak 
you'll need a 


new Power Plant 





Prerrerrrrer ee 


... then Pioneer Service & Engineering Co. with 
53 years of experience in this specialized field, 
stands ready to help you with a complete service 
including preliminary plans, load studies and 

site selection, the design of the plant and 
arrangements for financing its cost. 


Our services and facilities are outlined 
in our booklet, ‘‘Pioneering New Horizons’’ 
yours for the asking. 





Pioneer Service & Engineering Co. 
231 SOUTH LASALLE STREET + CHICAGO 4, ILLINOIS 


Consulting Engineering @ Power Plant Design 
Purchasing and Expediting © Financial Advisory Service 
Forecast, Load Study and Performance Analysis 

Stock Transfer and Dividend Disbursement 


Valuation, Insurance, Rate and Business Advisory Service 
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GENERAL GH) ELECTRIC 


Consulting Engineer: Sargent and Lundy 


G-E TURBINE-GENERATOR IN WILL COUNTY STATION, PUBLIC SERVICE CO. DIVISION, COMMONWEALTH EDISON CO. 


New developments in G-E cross-compound 
turbines offer greater operating economy 


Keeping pace with the electrical industry’s need for 
higher ratings and greater efficiencies with resultant fuel 
savings are General Electric developments in cross- 
compound turbine design. 

An application of this design is Unit No. 2 in the Will 
County Station of the Public Service Company Division, 
Commonwealth Edison Company, shown above. This 
installation typifies the vigorous efforts being made by 
progressive electric utilities to expand and to improve the 
efficiency of their generating systems in order to provide 
adequate, low-cost electricity for rising loads. 
Separation of high- and low-pressure sections provides 
for greater efficiency in each. The 1800-rpm speed of the 
low-pressure section (foreground) permits the use of 
longer, last-stage buckets which provide more efficiency 
at low exhaust pressures. 

The 3600-rpm, high-pressure section’s opposed-flow de- 
sign avoids severe temperature gradients with their 


thermal distortion by concentrating high steam tempera- 
tures in a small area of the casing. This feature and use 
of special high-pressure, high-temperature parts result 
in outstanding efficiency. Fuel savings on a typical 
250,000-kw, cross-compound unit can be as much as 
50,000,000 pounds of coal per year. 

Because there are two sections, each is comparatively 
short -a feature helpful in making more compact station 
arrangements. Some cross-compound units can be fitted 
into extensions of existing stations that cannot accom- 
modate other designs of equal rating. 

The best G-E turbine today burns 29 percent less fuel 
per kilowatt hour than the most efficient unit of 20 years 
ago. Opportunity for further improvement offers a chal- 
lenge that is being met by the ingenuity and creativity 
of G-E people in research, engineering, and manufac- 
turing. Large Steam Turbine-Generator Department, 
General Electric Co., Schenectady 5, N. Y. 254-36 
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